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Foreword 



Principles Of Public School Accounting is the product of extensive 
cooperative effort of four national educational associations and the 
U.S. Office of Education. 

This handbook is an extension of the State Educational Records 
and Reports Series, which includes Handbook I, The Common Core oj 
State Educational Information, published in 1953; Handbook H, 
Financial Accounting for Local and State School Systems — Standard 
Receipt and Expenditure Accounts, 1957; Handbook HI, Property 
Accounting for Local and State School Systems, 1959; Bulletin No. 21, 
Financial Accounting for School Activities, 1959; Handbook IV, Stajff 
Accounting for Local and State School Systems, 1965; and Handbook V, 
PupU Accounting for Local and State School Systems, 1964. As a 
procedural manual, it supplements the other handbooks in the series. 
It is designed as a guide for persons who may not have extensive 
training and experience in school finance accounting. In meeting 
this need, the handbook is potentially useful to large schools as well 
as small. As a means of self-improvement, inservice development, 
and ready reference it has a broad range of service. 

Deliberations of the Association of School Business Officials over a 
period of several years pointed to the need for some type of an ele- 
mentary accounting manual for local school systems. In 1960 the 
board of directors of this association requested the U.S. Commissioner 
of Education to initiate a project to produce such a manual and, in 
response, the project which resulted in this handbook was begun in 
the fall of 1962. 

At its annual meeting in October 1964 the Association of School 
Business Officials adopted a statement of accounting principles and 
procedures relating to public school accounting which came to be an 
important guide in the development of this handbook. 

A policy committee meeting on April 17, 1963, at the call of the 
U.S. Commissioner of Education, defined the purpose of the project 
as that of producing a manual-guide of procedures in school finance 
accounting based on the fundamental principles of recordkeeping 
for school funds. Attending the meeting were; 
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1. Finis E. Engleman, Executive Secretary, 

American Association of School Administrators 

2. Edgar Fuller, Executive Secretary, 

Council of Chief State School Officers 

3. Charles W. Foster, Executive Secretary,^ 

Association of School Business Officials of the United States and Canada 

4. Barnard Joy, representing Harold V. Webb, 

Executive Director of the National School Boards Association 

5. Lyman Bryan, Director of the Washington Office, 

American Institute of Certified Public Accountants 

6. Sam B, Tidwell (Michigan Technological University), 

Consultant 

An agreement was reached that a committee, to be known as the 
National Committee for the Improvement of Public School Account- 
ing, should be appointed by the participating organizations to serve 
for the duration of the project. In addition, consultants were to be 
selected. 

The participating organizations chose the following committee 
members and consultants: 



Association of School Administrators 



Representing the American 

William B. Curtis 
Superintendent of Schools 
Manchester, Connecticut 
President-elect, A AS A, 1966-67 



Pinkney J. Newell 
Assistant Commissioner 
State Department of Education 
Jefferson City, Missouri 



Roderick F. McPhbe 
Superintendent of Schools 
G lencoe, Illinois 



Representing the Association 

Alvin L. Gitlitz, CPA 
Assistant Superintendent 
New Rochelle Board of Education 
New Rochelle, New York 



of School Business Officials 

Joseph P. McElligott 
Fiscal Officer, San Francisco 
Unified School District 
San Francisco, California 
Former President, ASBO 



Representing the Council of Chief State School Officers 

Alwin J. Schmidt Philip S. Shaw 

Fiscal Officer Comptroller 

State Department of Education State Department of Education 

Sacramento, California Tallahassee, Florida 

Representing Ihe National School Boards Association 

Harry Faris, CPA Elliott Norwalk, CPA 

Pierce, Faris, Cochran, Sutton Trustee, Board of Education 

and Company Union Free School District No. 15 

Former Member, Board of Education Nassau County 
Hutchinson, Kansas Lawrence, Long Island, New York 



Consultants Suggested by the American Institute of Certified Public 
Accountants 

Samuel J. Broad, CPA (Retired) Sam B. Tidwell, CPA 
Golden, Colorado Professor of Accounting 

Former President, AICPA Michigan Technological University 

Houghton, Michigan 



Other Consultants 



Robert E. Wilson 
Professor of Educational Administration 
College of Education, Kent State 
University 
Kent, Ohio 



James W. Whitlock 
Associate Director, Surveys and Field 
Studies 

George Peabody College for Teachers 
Nashville, Tennessee 



Reginald J. Crockett, CPA 
Assistant Director of Finance 
Montgomery County Public Schools 
Rockville, Maryland 



Office of Education Staff for the 
Bert K. Adams 

Specialist, Educational Accounting 

Quentin M. Hill 

Specialist, Educational Accounting 



project 

Allan R. Lichtbnberoer 
Chief, Terminology Compatibility 
Branch 

Project Coordinator 

Joseph A. Perkins, Jr. 

Chief, College Facilities Loans Branch 
Committee Chairman 



The project was initially planned under the general direction of 
James E. Gibbs, Jr., Chief, State Agency Support Branch, and 
completed under the general direction of Ivan N. Seibert, Chief, 
Elementary, Secondary, and Vocational Education Field Services 
Branch, in the U.S. Office of Education. Special acknowledgment 
is due Jerry N. Waddell and Richard J. Penrod, Office of Education 
staff members, who provided valuable counsel in the formative 
stages of the handbook. 

The first national conference on the development ot the handbook 
was held in Washington, D.C., on August 19-20, 1963. It was a 
planning conference designed to determine the handbook’s depth, 
and its nature and detail. Joseph A. Perkins, Jr., of the Office of 
Education was selected by the committee to serve as its permanent 
chairman. 

A second national conference, held in Washington, D.C., 
June 18-19, 1964, had the purpose of reviewing and improving the 
first draft of the developing handbook. This deliberation provided 
the guidance for writing a second draft of the manual. 
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The third national conference on the project was held in Washing- 
ton, D.C., on September 29-30, and October 1, 1965, to review 
the second draft of the handbook. A third and final draft was 
prepared following the conference. While it is recognized that 
some of the areas covered in this handbook may need to be expanded 
from time to time, the manual is submitted as a guide to improvement 
of school finance accounting. 

OFFICE OF EDUCATION 

Alexandeu M. Mood, Assistant Commissioner, National 
Center for Educational Statistics 

Arnold A. Heyl, Director, Division of Data Sources and 
Standards 
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CHAPTER I 

introduction 



This handbook is designed for people who will be recording and 
reporting to others on financial information about a school district; 
it is anticipated that readers and users of this handbook will range 
from those who are totally unfamiliar with the subject to those who 
have taken college courses in accounting. The handbook may be 
used as a self-instruction tool as well as a supplementary reference 
in formal methods of training in school accounting. To meet 
varying needs, the book proceeds on the assumption that the reader 
is a beginner in the field of financial recordkeeping and that other 
readers will use their own wisdom in selecting appropriate chapters 
of the handbook. To enable the reader to become more familiar 
with the principles suggested, the handbook presents a set of the 
accounting records for a hypothetical school district. These examples 
of accounting records may be used by the reader as a means of de- 
veloping skills and understanding before assuming responsibility 
on the job. Further, the reader may find the l.j,ndbook useful as a 
day-by-day guide in carrying out his responsibiUties. 

Keeping records is an important function in the operation and 
administration of schools. Without an adequate set of records to 
indicate what has happened or is happening in a school district, 
decisions about the management of the system and about governing 
policies would have to be based on memory or guesswork. With 
an adequate set of records summarizing the financial transactions 
and other activities of the school district, wise and informed decisions 
can be made. The person who systematically records information 
about the various financial activities of a school district provides a 
basic and an indispensable service. 

Financial records must be developed and maintained on a consistent 
and systematic basis to provide information and service to many 
different groups, such as: 

(a) The local school board, superintendents, school business 
managers, and principals, all of whom need up-to-date informa- 
tion to manage wisely and to report properly and accurately 
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the finances of the school district. 

(b) The residents and taxpayers of the school district who 
provide the monies which are used to operate the educational 
system. 

(c) The business community such as banks, investment com- 
panies, and sales agencies, all of whom need information about 
the financing of the school district in making decisions concern- 
ing loans and sale of goods or services to the school district. 

(d) Representatives of many different governmental agencies, 
such as the tax assessor’s office, the State department of educa- 
tion, and the Federal Government, each of which needs specific 
kinds of financial information about a school district in order 
to carry out its responsibilities. These data arc used by higher 
governmental units in making comparisons and evaluations, 
determining eligibility for financial aid programs, and providing 
source material for many research and statistical studies of 
value in the administration of education. 

Besides being important to the people and groups mentioned above, 
systematic and well-kept records are invaluable to the person re- 
sponsible for keeping the records. Systematic records summarize 
and bring into orderly arrangement the numerous and relatively 
unpredictable details of day-by-day operations. Information which 
is arranged in an orderly manner makes it possible to trace back 
individual items about financial transactions to their original 
sources, and summaries of certain types of information about how 
money is obtained and how it is spent may then be made on a 
regular basis. Additionally, an orderly system of records will pro- 
vide a basis for quick access to special financial information when 
special unanticipated equests are made by the public, the school 
board, the superintendent, the business manager, the principal, or 
one of the governmental agencies. 

Financial recordkeeping is commonly called bookkeeping. Book- 
keeping is only one phase of accounting. Accounting has been 
defined as the art of recuiding, classifying, summarizing, report- 
ing, and interpreting the results of the financial activities of an 
organization. 

During the early years of American education, records were not 
extensive because school districts generally were sm,all and had 
relatively few financial transactions. Today, school operation is 
a big business and involves the daily use of many types of records. 
The need for written records of the financial activity of a school 
district increases with the number of transactions, with the difficulty 
of the human mind to remember the details of each transaction, 
with the need for planning future activities based on past successes 



and failures, and with the increasing extent to which various com- 
munity organizations and taxpayers wish to be informed about the 
cost of school operations. 

School accounting is used to perform a number of services, the 
more important being to: 

(a) Maintain an accurate record of all the detaOs involved in 
school business transactions; 

(b) Provide a system to insure that the resources of the school 
district will be safeguarded and used only for the benefit of the 
children of the district; 

(c) Enable school administrators, school boards, and Stat$ 
departments of education to plan effectively; 

(d) Facilitate an analysis of the school district’s use of its money, 
with emphasis on the requirements and educational policies 
inherent in the budget; 

(e) Enable the school district to report to various local. State, 
and national groups concerning the financial operations and 
status of the school district and also to compare its performance 
with other comparable districts. 

A model school accounting system should adhere to most of the 
criteria used by a commercial enterprise in its accounting system. 
As a minimum, an adequate school accounting system should meet 
each of the criteria listed below: 

(a) A school financial record system should be adequate to pro- 
vide financial and related operational information for all 
interested parties — the school board; the administration; the 
public; auditors; local. State, and Federal authorities; and school 
employees. The adequacy of the accounting systems depends 
on whether both current and historical information is available 
for decision-making purposes. 

(b) The accounting system should be designed to demand 
accuracy and a reasonable degree of internal control. If so 
designed, it will automatically assist those who are performing 

the daily work on the records as well as those who supervise 
them. 

(c) A school accounting system should be consistent with 
generally accepted governmental accounting principles, and 
consistent as between one period of time and another. Valid 
comparisons of monthly or yearly operations in different time 
periods can be made only if the items are treated in the same 
way throughout. Changes and improvements in the account- 
ing system may prove necessary, and these should be made at 
logical times in the accounting period. 
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(d) A school accounting system should be flexible. Change is 
inevitable. New programs will develop; old programs will be 
dropped. Provisions should be made for taking care of changes 
with as little disruption as possible. 

(e) School financial accounting systems should be uniform; to 
permit maximum usefulness, they should allow for financial, 
operational, or performance comparisons with other school dis- 
tricts on local as well as State and national levels. Uniformity 
will insure that the items being compared are similar items, and 
standard terminology and definitions should be used. This is 
one of the primary reasons for the cooperative development of 
the handbook series published by the Office of Education of 
the U.S. Department of Health, Education, and Welfare. 

(f) A financial accounting system should be as simple as possible 
and stOl fulfill the pertinent requirements. It is essential that 
the system not become merely frustrating “busy” work. A 
good accounting system will assist in improving the education 
processes, not hinder them. 

(g) A school financial accounting system should provide ready 
access to information about individual financial transactions as 
well as summaries of infonnation about groups of financial 
transactions. Unless the recordkeeping system is organized as 
indicated in the criteria above, it may be exceedingly difficult 
to gain ready access to information about the current and 
projected financial operations and status of the school district. 

The principles of accounting apply to public school accounting, and 
it is a mistake to believe that public school accounting is something 
unique. There are, however, certain features of governmental and 
public school accounting which have been developed for sound 
reasons, but which have little or no counterpart in commercial 
practice. The principles and procedures dealt with and the illustra- 
tions used in this handbook are basic to any school financial ac- 
counting system regardless of size and regardless of the recording 
method used, whether manual, machine, or automatic data 
processing. 

It is pointed out in Handbook II, Financial Accounting for Local 
and State School Systems, Standard Receipt and Expenditure Accounts,^ 

* Paul L. Reason and Alpheus L. White, Financial Accounting for Local and 
State School Systems, Standard Receipt and Expenditure Accounts, Washington, 
D.C.: U.S. Department of Health, Education, and Welfare, Office of Education, 
State Educational Records and Reports Series: (Handbook II, Bulletin 1957, 
No. 4) P. XVI, Introduction; U.S. Government Printing Office, 1957. 
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that uniformity in accounting and standard terminology are the 
foundation for accurate recording, reporting, and interpretation of 
financial information. Basic items of financial information can be 
used profitably for all purposes only when they have the same 
meaning everywhere. Increasing the general foundation of knowl- 
edge of school financial accounting principles and procedures will 
bring about further improvement in many directions, for example: 

(a) The initial recording of financial data 

(b) The accounting for school funds 

(c) The school budget 

(d) The establishment of a sound basis for educational cost 
accounting 

(e) The accuracy of local. State, and national financial statistics 

(f) The validity of comparisons of financial information among 
communities and among States 

(g) The compilation of suitable information needed by local 
and State educational authorities in policy determination 

(h) The accuracy of educational research 

(i) The reliability of reporting to the public on the financial 
position, progress, and future plans of education. 



CHAPTER II 

Definitions and Principles of Accounting 

Accounting is based on a body of principles which are put into 
action through procedures. Both the principles and the procedures 
contain terminology which is peculiar to accounting. In some cases 
the terms are peculiar to accounting; in other cases the terms as used 
have a specialized meaning. 

In this chapter you will be introduced to all three principles, 
procedures, and terminology of accounting. In later chapters you 
will find the procedures illustrated. 

The accounting equation 

As with one’s own personal finances, it is essential that what is 
owned and what is owed be kept constantly in mind. Otherwise, 
one would soon find himself unable to pay his bills and unable to 
get further credit. 

Financial accounting is based on the principle that what one owns 
less what he owes equals his equity. In equation form the principle is 
stated — 

Owned— Owed= Equity 

Assets are things of value owned. 

Liabilities are debts owed. 

Equity is the mathematical difference between Assets and Liabili- 
ties. Using this terminology, we may restate the equation : 

Assets— Liabilities— Equity 

To illustrate, assume that a school district has cash in the bank of 
$6,000 and owes $5^000. What is its equity? Since assets (what is 
owned) less liabilities (what is owed) equals equity 

Assets— Liabilities= Equity 

$6,000- $5,000= $1,000 

Try another one: Assume that the school district has $200,000 in 
bank, but it owes salaries to teachers in the amount of $175,000. 
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What is its equity? Since equity equals assets minus liabilities, 
then — 

Equity— Assets— Liabilities 

Equity “ $200,000 - $ 175,000 
or 

Equity =$25,000 
or 

$25,000=$200,000~$175,000 

or 

$25,000= $25,000 

Assume, now, that we know the value of liabilities and equity. 
Can we determine the value of assets? In the preceding example, 
we state that Equity= Assets— Liabilities. Using the same amounts 
for equity and liabilities we would have — 

Equity = Assets— Liabilities 

$25,000= ? -$175,000 

or 

What less $175,000 equals $25,000? 

$200,000— $175,000 equals $25,000 

Or, stated a different way — 

Assets==Liabilities-{- Equity 

$200,000=$175,000+$25,000 

We have now stated the accounting equation three ways: 

(1) Assets— Liabilities— Equity 

$200,000-$175,000=$25,000 

(2) Equity = Assets— Liabilities 

$25,000=$200,000-$175,000 

(3) Assets — Liabilities-^- Equity 

$200,000=$175,000+$25,000 

The accounting equation can be added to or subtracted jrom as long as 
the same amount is added or subtracted on both sides of the equation. 
It is important to remember that the equation must be in equality 
or balanced, Assume that a school district has assets of $50,000, 
liabilities of $22,000, and equity of $28,000 

$50,000= $22,000 + $28,000 

then: 

$50,000= $50,000 

Now if $10,000 is added to the asset side (the left side) of the 
equation, it is necessary to add $10,000 to the liability + equity side 



(the right side) to balance the equation : 

$50,000+$10,000=$50,000+$10,000 
$60,000= $60,000 

The same reaction is true when an equal amount is subtracted from 
both sides of the equation: 

$50,000-$5,000=$50,000-$5,000 
$45,000= $45,000 

To relate these actions and reactions to the accounting equation — 

(1) An asset can be increased and another asset decreased an 
equal amount. For example, a school district sells $5,000 
of investments (asset) and receives cash (asset). The 
investment asset has been decreased but cash has been 
increased by the same amount. Hence, we still have the 
same total current assets. 

Assets = Uabilities-\-Equity 

($50,000- $500) +$500=$22,000+$28,000 
$50,000= $50,000 

(2) An asset can be increased, and, on the other side of the 
equation, the liability would be increased cm equal amount. 
For example, $500 worth of mimeograph paper is received 
in the storeroom (an asset is increased), but it hasn’t yet 
been paid for. The district now has an added $500 lia- 
bility (it owes the paper salesman the $500), and the 
accounting equation looks like this : 

Assets = Liabilities + Equity 

Assets + paper = (liabilities -1- paper liability) -1- Equity 
$50,000+ $500= ($22,000 +$500) +$28,000 
$50,500=$50,500 

This shows the action of paper being acquired and the 
reaction of the new liability being created to keep the 
equation in balance. 

(3) The third way to balance the equation is to increase the 
equity in an amount equal to the asset increase. For example, 
the school district receives $500 from another school district 
as a tuition payment. 

Assets-\-Cash=Liabilities-\~(Equity-\-addition to Equity) 

$50,000 + $500 = $22,000 + ($28,000 + $500) 

(4) The fourth possibility is to increase one liability while 
decreasing another. For example, the school district issues 
a 90-day note to the paper salesman (in example 2) to 



satisfy the account payable. 

^ss6t5~Liabllities~^E<fuity 

Assets= (Liability- paper liabilHy^ payabie)+Eauify 

$50,500= ($22, 500-$500+$500) +$28,000 
$50,500= $22,500 +$28,000 
$50,500= $50,500 

1 2 q to apply a combination of 

iciiokTo an a“cao’n) 

For example, assume that the district buys $500 worth of mimeo- 

paph paper, pays for half and charges the other half. The aeeount- 
ing equation should then look Uke this: account 

jfisscts — Jyid hilities --j- Equity 

Pa3^ent)+paper=(Liabs.+additional liab. 4- equity) 
($50,500— $250) + $500= ($22, 500+ $250) +$28,000 
$50,750=$50,750 

Assets, liabilities, and equity defined 

and EquitT“^ ‘ 

Assets 

of « 

Assets are classified as either current ov fixed. 

A current asset is cash or anything that can be readily 
conyerted into cash. 

The following items are examples of current assets : 

1. Cash; 

2. U.S. Treasury notes or bonds held by the school district; 

3. Supplies in a stockroom; 

4. A check awaiting deposit in a bank; 

5. A certificate of deposit from a bank (which is a written 
statement of a bank that a school district has money on 
deposit earning interest) ; 

fi. receiyable such as money due the district from 

e State but not yet paid, property taxes due, tuitiou due. 

i. Tl: district which 

of fixed tsL ; " 
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1. Land; 

2. Buildings; 

3. Equipment. 

Liabilities 

In the language of accounting, liabilities are any debts the school 
district owes. 

Liabilities are classified as either current or long-term. 

A current liability is any debt which the school district expects to 
pay within a short period of time, usually a year or less. The 
following items are examples of current habilities: 

1. An invoice for textbooks purchased; 

2. A bill payable to a vendor for food delivered to the 
cafeterias ; 

3. Two months' salary earned by a teacher where payment 
has been deferred until the summer; 

4. Income tax withholdings from salaries of employees not 
yet paid to the Government; 

5. A short-term note held by a bank for money borrowed 
by the school district. 

A long-term liability is one which the school district is not likely to 
pay within a year. The most common and usually the only long- 
term habilities of a school district are bonds issued for school con- 
struction, or site and large equipment purchases. A bond is a 
written promise to pay a definite sum of money at a fixed time in the 
future. Construction Fund and Fixed Assets accounting are 
discussed in chapters XI and XII, respectively. Only current assets 
and current liabilities will be considered in this and the next several 
chapters. 

Equity or fund balance 

It was mentioned earher in this chapter that the mathematical 
excess of assets over liabihties is Equity. Actually, the term Equity is 
not normally used in school financial accounting. Instead the excess 
oj Assets over Liabilities is generally called Fund Balance. Other terms 
for Fund Balance are in hmited use but are not recommended. 
Hereafter, the term Fund Balance will be used instead of Equity. 

With this fuller explanation of Current Assets, Current Liabilities, 
and Fund Balance, the accounting equation may be written as: 

Assets= Liabilities + Fund Balance 

Using n sample school district, the reader may calculate its Fund 
Balance. 
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«in L*? T’’’ “ ■^“'y- “ ““ount of 

tv. ’o* *' /**!*• <f*stnct has not received $25,000 due from 

the State (which is caUed an Account Receivable), and there is an 

tZoi t“*t® o””® invested in U.S. Treasury Notes. 

The distnct's Current Assets are then: ^ 

Cash in Bank _ 

o* , . . . $10,000 

btate Appropriations Receivable 35 000 

Investments, U.S. Treasury Notes 15, 000 

Correct Assets ~$60, 000 

he same tune, the school district owes $14,000 to the U S 
Treasury for mcome tax deductions withheld from the employees 

LTo W Ir-i r T*® Insurance Company 

Lnhlf insurance premiums deducted from the 

employees payroU m June, and it owes $5,000 to vendors for various 
supphes and materials. 

Therefore, the liabilities are: 

Federal Income Tax Withheld, Payable $14 000 

Insurance Premiums Withheld , Payable. ” 3 ’ qqo 

Accounts Payable To Vendors. _ J nnn 

yyy 

TTl 

Using tms information in the accounting equation: 

Asstfs^Uabilitits+Fund Balance 

$50,000=$22,000-|-Fund Balance 

or 

Fund Balance=$50,000-$22,000=$28,000 

Accounts 

When a school district buys supplies, or pays teachers, or receives 

t^ s’hn affecting the financial condition of 

a™ ^ transacting business. Such' business deals 

are called transactions. 

® sournal, and are posted from it to 
accounts. The journal is discussed on page 20 

the^l?.r-A”‘ “.7 ” “ ®®®»™t is called 

the debit side; the right side is called the credit side. 



Debit side 
(left side) 



Credit side 
(right side) 



posted not only the amounts of a transaction but 
1 vvKhe t •!?^®"P“®”- the jom-nal page number (mf.) 



I 



Credit 














1 

1 
















1 
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Debit 
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Date 
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Use cf accounts 

An account is established for each asset, for each liability, and for 
each fund balance account. To explain the relationship of debits and 
credits to assets, liabilities, and fund balance — 

Assets 

The value oj an asset is recorded in the left (or debit) side of the account. 
Increases in the amount of an asset also are recorded in the left (or 
debit) side of the account. 

Decreases in the amount of an asset are recorded in the right (or credit) 
side of the account. 

Liabilities 

The amount of a liability and increases in the liability are recorded in 
the right (or credit) side of the account. 

Decreases in the amount of liability are recorded in the left (or debit) 
side of the account. 

Fund balance 

The Fund Balance and increases in it are recorded in the right (or 
credit) side of the fund balance account. 

Decreases in Fund Balance are recorded in the left (or debit) side of 
the account. 

Following is a list of 10 transactions. Take a separate sheet of 
paper, list the numbers from 1 to 10 and indicate which accounts 
(asset, liability, fund balance) are to be debited and which are to be 
credited. When you have completed your list check the answers 
against those shown below. 

1. Taxes are collected. 

2. Teachers salaries are paid. 

3. Investments are sold. 

4. Money owed to the XYZ Company is paid. 

5. Money is borrowed from the bank. 

6. A telephone bill is paid. 

7. Investments are purchased. 

8. State-aid funds are received. 

9. A 90-day note is issued to the FGH Company for the 
account payable owed it. 

10. Custodians salaries are paid. 



REMEMBER— 

Assets = Liabilities -f Fund Balance 



Debit 


Credit 


Debit 


Credit 


Debit 


Credit 


Increase 


Decrease 


.Decrease 


Increase 


Decrease 


Increase 
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Again — 

A debit — increases an asset 

decreases a liability 
decreases fund balance 

A credit — decreases an asset 
increases a liability 
increases fund balance 

Your answers should be — 

1. Debit Assets (Cash); credit Fund Balance. 

2. Debit Fund Balance; credit Assets (Cash). 

3. Debit Assets (Cash); credit Assets (Investments). 

4. Debit Liabilities (Accounts Payable) ; credit Assets 

(Cash) . 

5. Debit Assets (Cash) ; credit Liabilities (Notes Payable). 

6. Debit Fund Balance; credit Assets (Cash). 

7. Debit Assets (Investments); credit Assets (Cash). 

8. Debit Assets (Cash) ; credit Fund Balance. 

9. Debit Liabilities (Accounts Payable) ; credit Liabilities 

(Notes Payable). 

10. Debit Fund Balance; credit Assets (Cash). 

To illustrate further the use of debit and credit, some examples are 
presented : 

(1) The school district receives $50,000 in taxes: 

Action : Cash is incveased, —.Reaction : This increases the Fund 
so debit Cash. Balance in the accounting 

equation, so credit Fund 
Balance. 



Cash Account 



Fund Balance Account 



(Debit) 


(Credit) 


(Debit) 


$50,000 




' 



(Credit) 

$50,000 



Note the action and the balancing reaction: 

(2) The district buys $500 worth of mimeograph paper 
for cash and puts it in the storeroom. 

Action: The asset Supplies =Reaction: The asset Cash is de- 
ls increased, so creased because the paper 

debit Supplies. was paid for, therefore, 

credit Cash. 
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Supply Account 



Cash Account 



(Debit) 


(Credit) 


(Debit) 


(Credit) 


$500 






$500 



Note the action and the balancing reaction. 

(3) Instead of paying cash for the paper, the district bays it on 
credit. In other words, the district “charges” the paper 
just as many people do when they buy an article in a depart- 
ment store. Assume that $500 worth of paper has been 
bought. Note here that the word “credit” does not mean 
the side of the account, but rather refers to the generally 
accepted commercial use of the term of trusting a person to 
pay later for something he takes home from a vendor now. 

Action: The asset Supplies = Reaction: A hability is increased, 
is increased, so so credit Accounts Pay- 

dehit Supplies. able To Vendors. 



Accounts Payable To Ven- 

Supply Account dors (A Liability Account) 



(Debit) 


(Credit) 


(Debit) 


(Credit) 


$500 






$500 



Note the action and the balancing reaction. 

(4) Assume now that the school district pays the vendor 
for the $500 worth of paper which we “charged”: 

Action: The asset Cash is decreased, = Reaction: The liability is de- 
so credit Cash. creased, so debit 

Accounts Payable 
To Vendors. 



Accounts Payable To 

Cash Account Vendor 



1 

(Debit) 


1 

(Credit) 


(Debit) 


(Credit) 




$500 


$500 





Note the action and the balancinig reaction. 

In the preceding and above examples, there is a fact which may 
now be clear. It is: 

(1) In each transaction, the amount of the debit equals 
the amount of the credit. 

(2) In other words, there is an action and a self-balancing 
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reaction. This self-balancing feature is called double-entry 
bookkeeping and is one of the principles of good accounting. 

The following is a series of simplified transactions which might 
take place in a typical school district. After reading and analyzing 
them, take a look at the next section which explains the correct 
handling of the transactions. As the reader reads these transactions, 
he should think about which accounts he would debit and credit. 



(1) A check in the amount of $8,000 is received from the 
State department of education. 

(2) The State department of education notifies the school 
district that the State owes the district $142,000. 

(3) Textbooks and supplies in the amount of $3,500 are 
purchased on credit by the school district from the ABO 
Company. 

(4) Taxes are collected for the school district this month 
and the district receives a check from the tax collector for 
$175,000. 

(5) The teachers and other employees are paid $44,000 in 
salaries. 

(6) The school district buys $80,000 worth of U.S. Treasury 
bills for a temporary investment. 

(7) The school district pays $3,000 to the Hospitalization 
Insurance Company as premiums deducted from the 
employees’ payroll. 



Starting with the amounts already in the accounts (see p. 11), 
review the transactions and see what should have been done with 

each one: 



(1) A check in the amount of $8,000 is received from the State 
departnient of education. 



Debit Cash, $8,000; Credit 
State Appropriations 
Receivable, $8,000, be- 
cause the Cash increased 
and the asset Accounts 
Receivable decreased. 



Cash in Bank (Asset) 



(the beginning amount) $10, 000 

(1)8, 000 



State Appropriations 
Receivable (Asset) 



( 1 )$ 8 , 000 



(the beginning amount) $25, 000 



! 



I 



( 

I 

1 



(2) The State department of education notifies the school district 
that the State owes the district $142,000. 



Debit State Appropriations 
Receivable, $142,000; 
Credit Fund Balance, 
$142,000, because the 
asset State Appropria- 
tions Receivable in- 
creased and increased 
the equity, the Fund 
Balance. 



State Appropriations 
Receivable (Asset) 



$25, 000 
(2)142, 000 



$8, 000 



Fund Balance 



(the beginning amount) 


$28, 000 




(2)142, 000 



(3) Textbooks and supplies in the amount of $3,500 are purchased on 
credit by the school district from the ABC Company. 



Debit Supi^lies, $3,500; 
Credit Accounts Payable 
to Vendors, $3,500, 
because an asset increased 
and a liability increased. 



Supplies (Asset) 

(no beginning amount) 

(3)$3, 500 



Accounts Payable 
To Vendors (Liability) 



(the beginning amount) 


$5, 000 




(3)3, 500 



(4) Taxes are collected for the school district this month and the 
district receives a check from the tax collector for $175,000. 



Cash in Bank (Asset ) 
$10,000 
8, 000 
(4)175, 000 



Fund Balance 

$28, 000 
142, 000 
(4)175, 000 



(5) The teachers and other employees are paid $44,000 in salaries. 



Debit Fund Balance 


Fund Balance 


$44,000, because the 
equity. Fund Balance, has 
been reduced. Credit 
Cash, $44,000, to reduce 
the asset. 


(5)$44, 000 


$28, 000 
142, 000 
175, 000 



Debit Cash, $175,000; 
Credit Fund Balance, 
$175,000, because an 
asset increased and 
increased the equity, the 
Fund Balance. 
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Cash in Bank (Asset) 



$ 10 , 000 
8, 000 
175, 000 



(5) $44, 000 



(6) The school district buys $80,009 worth of 
for temporary investment. 



Debit Investments, 
$80,000; Credit Cash, 
$80,000, because the 
asset. Investments, has 
increased and the asset. 
Cash, has decreased. 



(the beginning amount) 



U.S. Treasury bills 



Investments (Asset) 



$15, 000 
(6)80, 000 



Cash (Asset) 



$10, 


000 




8, 


000 




175, 


000 








$44, 000 






(6)80, 000 



(7) The school district pays $3,000 to the Hospitalization Insurance 
Company as premiums deducted from the employees’ payroll. 



Debit Insurance Premiums 
Withheld, $3,000; Credit 
Cash, $3,000, because the 
liability, the accounts 
payable to the Hospital!- (the beginning 
zation Insurance Co., has amount) 
decreased, and the asset. 

Cash, has decreased. 



Insurance Premiums 



Withheld, Payable 
(Liability) 



(7) $3, 000 



$3, 000 



Cash in Bank (Asset) 



$10, 


000 






8, 


000 






175, 


000 










$44, 


000 






80, 


000 






(7)3, 


000 



Obtaining the account baiances: 

After all transactions have been posted, the accuracy of the post- 
ings should be checked. To do this, the balance in each account must 
be determined. The account balance is the difference between the 
entries on the debit side (left side) and the credit side (right side) of 
an account. If all the entries are on one side, the total of those en- 
tries is the account balance. If an account has only one entry, this 
single amount is the account balance. For example, the account 
balance of the Investments Account is $95,000. It is a debit balance 
because it is on the debit side of the account. 



Using th.6 Cash. Account as an illustrationj the small figures directly 
under the last entry posted (7) is the total for the entries: 



Cash 



(Debit) 


(Credit) 


$10, 000 


$44, 000 


8, 000 


80, 000 


175, 000 


(7)3, 000 


193,000 


127,000 


t 


t 



Pencil Footings 



These small figures, written in pencil so that they may be erased 
are called pencil footings. They are written in small figures so that 
they will not be mistaken for an entry in the account and to avoid 
wasting a full line in a normal bookkeeping ledger. The difference 
is obtained by subtracting, and the balance is also written in small 
pencil figures in the Explanation column as shown in the full illus- 
tration below of our Cash account. Since there is a debit balance, 
the balance figure is written on the debit side of the account. If 
there is a credit balance, it is written on the credit side. 



CASH Account No. 1 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 


July ] 


PfitviouA balance. 


1 


10 000 — 


July 2 


Payroll 


1 


44 000 — 


July 6 


Statz App/LOp» 


1 


6 000 — 


July? 


Tfieciiufiy bWU 


1 


SO 000 — 


July? 


Taxc6 


1 


ns , 000 — 


July 9 


Hoip. lai, Co. 


1 


3,000 — 




ihfOOO 

Account 

balance. 




19 i, 000 








/27, 000 



Normally the kind of account will indicate its balance. Asset 
accounts have debit balances. Liability accounts have credit 
balances. Fund balance accounts have credit balances. 

The accounts for the seven previous transactions have the fol- 
lowing balances : 



Cash in bank 

Investments 

State Appropriations Receivable 

Supplies " 

Accounts Payable to Vendors 

Federal Income Tax Withheld, Payable 

Accounts Payable, Hosp. Ins. Co 

Fund Balance 



$66, 000 debit balance. 

95, 000 debit balance. 

159, 000 debit balance. 

3, 500 debit balance. 

8, 500 credit balance. 

14, 000 credit balance (from 
our first example). 
0 No balance. 

301, 000 credit balance. 



The trial balance 

If posting to the accounts has been accurate, the total of all the 
debit balances should equal the total of the credit balances. This is 
true because for every debit entry there has been a credit entry or entries 
of an equal amount. 

The next step is to prepare a trial balance, which would look like 
this: 



XYZ SCHOOL DISTRICT 
TRIAL BALANCE, JULY 31, 1964 







tUlQM 


Vo.bit 


CAecict 








Ccuk in Bank 

StouiU App/Lop/UcUion6 Rece4vafa£e 
SupptC^6 

FcdeAai incom iax payable. 

Accounts payable, to vtndo/u 
Jn^uAance. pKmium payable 

Fund balancz 


66 000 — 
95 000 -- 
159 000 — 
3 500 " 


14 000 — 
B 500 — 
0 — 
301 000 - 


3Z3 500 — 


3Z3 500 " 







The reader will note that the debits and the credits are equal in 
the trial balance. A trial balance is necessary because errors can 
creep into the work. For example, errors may occur while posting 
transactions to the ledger accounts. Numbers can be transposed 
such as the accidental posting of a debit as $48 and the related credit 
as $84. For further information on finding errors see chapter 5, 
page 110. 

The journal 

As transactions occur they are recorded first in a journal. The 
recording is called a journal entry and contains a summary of the 
transaction — the date on which the transaction took place, accounts 
affected, how they are affected (whether debited or credited), the 
amounts to be debited or credited, and a brief description of the 
transaction. 

Assume that at the beginning of the fiscal year (July 1) a school 
district has cash of $10,000, liabilities of $500, and a fund balance 
of $9,500. On September 1, it pays the creditor the full amount 
owed him. What should be recorded in the journal entry? 

Date of the transaction — September 1, 19 . 

Accounts affected — Cash (Asset) — to be decreased (a credit) 

Account Payable (Liability) to be 
decreased (a debit) 

Amount to be debited $500. 00 

Amount to be credited 500. 00 
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Brief description of entry — to record payment in full to 
RST Company. 

The actual entry in journal form is shown below. Note that the 
account to be debited is listed first and the account to be credited 
is indented — this is an accepted practice. The form used is the 
standard form for the General Journal. 



GENERAL JOURNAL 

Page^J. 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


>9xx 














Szpt, 1 


Accounts Pauable. 


60 


500 


00 








CoAh. 


10 






500 


00 




To KZQ.o>i.d pame.nt In (.till to RST 








JVV 


AISL 




Companu 



























After the transaction has been entered in the jom-nal it is trans- 
ferred to the proper accounts. The column, above, “POST REF.” 
is used to record the account numbers of the accounts to which the 
debit and credit entries have been transferred. 

On the following page the journal entry above is posted to the 
proper accounts. For the purpose of this illustration, we have 
assumed that at the end of the preceding year there was a cash 
balance of $1,000 and that $500 was owed the RST Company. 



10. CASH 



DATE 


EXPLANATION 


REF 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


REF 


CREDIT 

AMOUNT 


/9xx 








/9xx 








Jul 1 


Bal aWiizd {^uid 




/ 000 00 


Szpt 1 


alPay, RST Co, 


J-; 


500 00 



















































60. ACCOUNTS PAYABLE 



DATE 


EXPLANATION 


REF 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


REF II 

V AMOUNT 


/9xx 








;9xx 




II 


Szpt 1 


A/Pay-RST Co, 


J-; 


500 00 


Jul 1 


Bal, buot 


1 500 00 














1 
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Tl^e general ledger 

All the asset, liability, and fund balance accounts, together, make up 
what is called the General Ledger. 
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Revenue and expenditures 

If a school district receives tax monies of $1,000 it increases assets 
(Cash) by $1,000; no other asset is decreased; no liability is increased; 
therefore, the fund balance (the excess of assets over liabilities) is 
increased by $1,000. 

If a school district pays rent of $2,000, it decreases assets (Cash) 
by $2,000; no other asset is increased; no liability is decreased; 
therefore, the fund balance is decreased by $2,000. 

Increases in assets or decreases in liabilities which result in an 
increase in fund balance are called revenue. Examples of revenue 
are: receipts from taxes, tuition. State aid, and Federal aid. 

Decreases in assets or increases in liabilities which result in a decrease 
in fund balance are called expenditures. Examples of expenditures 
are: salaries, supplies, contracted services, utility costs, and the like. 

Definition of revenue 

Revenues are defined by the National Committee on Governmental 
Accounting as ‘‘additions to assets which do not increase any liability 
nor represent the recovery of an expenditure, and the cancellation of 
liabilities without a corresponding increase in other liabilities or a 
decrease in assets.” Again, stated in simpler terms, revenues are 
increases in assets or decreases in liabilities which increase the 
amount of the fund balance. 

As an example, take the previous equation: 

Current Assets— Current Liabilities + Fund Balance 
$50, 000=$22, 000 +$28, 000 

Now assume that the school district is to receive revenue in the 
form of property taxes of $20,000. The effect of this revenue on 
the accounting equation is : 

Current Assets = Current Liabilities + Fund Balance + Revenue 
$ 50 , 000 = $ 22 , 000 + $ 28 , 000 
4-20. nnn= +$20,000 



$ 70 , 000 = $ 22 , 000 + $ 28 , 000 + $ 20 , 000 



Note here that the equation is in balance because for every action 
there is a reaction. 

The action of revenue increasing is balanced by the reaction of the 
asset increasing by the same amount. 

Definition of expenditures 

Expenditures are defined by the National Committee on Govern- 



mental Accounting as “charges incurred, whether paid or unpaid, 
including expenses, provision for retirement of debt . . ., and 
capital outlays/' Again, stated in simpler terms, expenditures are 
decreases in assets or increases in liabilities which decrease the 
amount of the fund balance. 

To illustrate, assume that a payroll of $3,000 is paid. The assets 
are decreased by $3,000 when cash is paid and the expenses are 
increased by $3,000. The effect of this expense on the accounting 
equation is: 



Current Assets = Current Liabilities + Fund Balance + Revenue— Expenses 



$ 50 , 000 = $ 22 , 000 


+ $ 28, 000 




20 , 000 = 




+$ 20 , 000 


- 3 , 000 = 




-$ 3 , 000 


$ 67 , 000 = $ 22 , 000 


+ $ 28 , 000 


+ $ 20 , 000 - $ 3 , 000 


$ 67 , 000 = $ 70 , 000 
$ 67 , 000 =$ 67 , 000 


-$ 3 , 000 





Note again that the equation is in balance. 

The reader should be particularly aware at this point that the 
status of a school district's accounts will be constantly changing. 

As revenue is received, and as expenses are incurred or paid, they 
affect the available fund balance. 



Funds 

Heretofore we have used the term “Fund Balance" without 
defining “Fund." 

To the nonaccountant the word “funds" suggests money or 
monies; accountants also use the term with that meaning. There 
is, however, another meaning of “funds." Up to this point we have 
dealt with Assets, Liabilities, and Fund Balance as though they 
were part of one group of accounts or one ledger. Actually, a 
school district may, in effect, run several businesses, each with its 
own assets, liabilities, and fund balance. For example, the primary 
business of the school district is to operate schools for the education 
of children. It also may operate cafeterias to feed schoolchildren. 
Or, it may construct buildings in which to educate children. 

The assets, liabilities, and fund balance of each of a school district’s 
‘^businesses” constitute a “Fund” Stated another way, a fund is 
an independent accounting entity with its own assets, liabilities, and 
fund balance. Thus a school district may have a General (or 
Operating) Fund, a Cafeteria Fund, a Construction Fund, and 
possibly others (depending on its need for “Funds"). 



The general fund 



In the next several chapters we will be dealing with the General 



Fund. The General Fund is used to finance the ordinary operations 
of the school district. In the accounting records of the General 
Fund are recorded taxes collected, State and Federal aid, tuition 
and other receipts relating to the operation of schools, and such 
payments as teachers’ salaries, supplies used in the classroom, and 
utility costs. 



Summary 

(1) What a school district owns are called Assets. 

(2) What a school district owes are called Liabilities. 

(3) The excess of Assets Over Liabilities is called Fund Balance. 

(4) Debits are entries to the left side of an account or accounts. 

(5) Credits are entries to the right side of an account or accounts. 

(6) Assets have debit balances ; therefore — 

Debits Increase Assets 
Credits Decrease Assets 

(7) Liabilities and Fund Balances have credit balances; therefore — 

Debits Decrease Liabilities and Fund Balances 
Credits Increase Liabilities and Fund Balances 

(8) Increases in assets or decreases in liabilities which result in an 
increase in fund balance are called Revenue. 

(9) Decreases in assets or increases in liabilities which result in a 
decrease in fund balance are called Expenditures. 

(10) Transactions are recorded in a Journal. 

(11) From the journal, transactions are posted to Accounts. 

(12) A group of accounts is called a Ledger. 

(13) A Trial Balance is a listing of account titles and account balances 
for the purpose of determining whether accounts are in balance^ — 
whether the total of all debit account balances equals the total of all 
credit account balances. 

(14) A Fund is a group of resources and related accounts which 
pertain to a specific activity of the school district. 

(15) Through the use of the accounting equation, transactions are 
summarized and recorded in balanced journal entries and from the 
journal are posted to the proper accounts. 



CHAPTER 



Opening the General Ledger 



Recording assets, liabilities, and fund balance 

A sample set of financial books is presented in this chapter. The 
normal entries or postings to the various accounts for one month’s 
transactions are also illustrated. 

If the books have not been opened, the person responsible for 
maintaining the financial records should progress through a series of 
steps in opening them. Then he may begin to post the transactions 
as they occur. In summary, these steps are to: 

(1) Determine the accounts needed. 

(2) Establish a chart of accounts. 

(3) Determine asset, liability, and fund balance values. 
These amounts can usually be obtained from the superin- 
tendent’s office. 

(4) Record the beginning asset, liability, and fund balance 
values in the General Journal; this is called the Opening 
General Journal Entry, and is the next step in opening the 
General Ledger. 

(5) Post the opening entry from the General Journal to the 
General Ledger. 

To review: 

The Journal is the book in which transactions are first recorded; 
entries are made in the journal, listing the accounts affected and 
showing in the separate columns the amounts to be posted later to 
the accounts of the General Ledger as debits or credits. 

A Ledger is a group of accounts. The General Ledger contains 
the basic group of accounts. 

A Chart of Accounts is a listing of all accounts used in an individual 
accounting system. Each account is assigned a number, and is 
arranged in the ledger with similar accounts such as assets and 
liabilities. 



245-882 O — 67- 
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Below, a simple chart of General Ledger accounts is illustrated 
for the sample school district. We start with this chart of accounts 
so that the financial records can show what the district has and 
what it owes. As indicated in chapter II, fixed assets and long-term 
liabilities are not accounted for in the General Fund but are part of 
General Fixed Assets (chapter XII) and Debt Service (chapter X) ; 
therefore, they are not provided for in the chart of accounts. 

The number of accounts has been kept small to illustrate principles 
and procedures, but the reader can understand that additional or 
different accounts may be necessary, depending on the State’s laws 
and the needs of the particular school district. Brief explanations 
on the use of the accounts and, in some cases, comments on the 
significance of the debit and credit balance of such accounts are 
included. Remember' assets are what the district owns, liabihties 
are what the district owes, and fund balance is the difference between 
the two. 



CURRENT ASSETS (what the district Account Normal 

No. Balance 

Cash 1501 Debit. 

Petty Cash 1510 Debit. 

Prepaid Expenses 1530 Debit. 

Accounts Receivable 1549 Debit. 

Investments 1559 Debit. 

CURRENT LIABILITIE S (what the 
district owes) : 

Salaries Payable 1905 Credit. 

Accounts Payable : 

To Vendors 1910 Credit. 

For Payroll Deductions 1920 Credit. 

EQUITY (the difference between what 
the district owns and owes) : 

Fund Balance- 2OIO Credit. 

Reserve for Encumbrance (Summary) _ 2011 Credit 

ESTIMATED REVENUE (SUM- 
MARY) 2020 Debit. 

REVENUE (SUMMARY) 2030 Credit. 

APPROPRIATIONS (SUMMARY) 2040 Credit. 

EXPENDITURE (SUMMARY) 2050 Debit 

ENCUMBRANCES (SUMMARY) 2060 Debit! 



This chart is for illustrative purposes only. Various needs and 
State laws may require many more or different accounts. 
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Use of account numbers 



Account numbers have a definite use. As purchase orders and 
invoices are received, the account to which they are to be posted 
must be indicated on them. To avoid writing on each of them the 
long account title to which they will be posted (through a journal 
entry) the employee should use an account number. After post- 
ing from the journal to the ledger, he enters the account number in 
the “Reference” column. 

These accounts fall in two broad categories — Proprietary Accounts 
and Budgetary Accounts. Proprietary Accounts are those accounts 
which reflect assets, liabilities, fund balance, revenues, and expendi- 
tures. Budgetary Accounts are those accounts which, reflect budget 
operation and condition, for example, estimated revenue, appropria- 
tions, and encumbrances. 

The last five accounts listed, 2020, 2030, 2040, 2050, and 2060 are 
summary or control accounts. This simply means that their bal- 
ances represent the summary of the balances of a breakdown of 
accounts in a separate or subsidiary ledger. For example, revenue 
which is received from the Federal Government, the State, and the 
local government is all posted in total to the Revenue summary 
account. However, it is also necessary to keep a record of revenue 
from each individual source — Federal, State, and local. Therefore, a 
subsidiary ledger is maintained which contains an account for each 
source of revenue in order to provide the detailed record needed; it 
IS called the Revenue Subsidiary Ledger. At all times the amount in 
the General Ledger Revenue account should be the same as the 
total of amounts in the Revenue Subsidiary Ledger. When posting 
an iteni or items for which there is a summary account, one should 
post the total to the summary account and then post the individual 
amount(s) to the proper accounts in the subsidiary ledger. 

The Revenue summary account is used as a sample; however, the 
same principle applies to any summary account. Any subsidiary 
ledger should, like the Revenue Subsidiary Ledger above, be sum- 
marized in a single account in the General Ledger. This is illus- 
trated below using “T” accounts. 



Transactions 

Revenue received: In each transaction, cash is debited and 
Revenue summary is credited; the detail is posted to individual sub- 
sidiary revenue ledger accounts as shown below. 



1. Federal Sources $20,000 

2. State Sources 30, 000 

3. Local Sources 80, 000 
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A 



General Ledger 



Re venue (Summary) 

( 1 )$ 20 , 000 

( 2 ) 30,000 

( 3 ) 80,000 



Cash 

( 1 )$ 20 , 000 

( 2 ) 30,000 

( 3 ) 80,000 



Revenue Subsidiary Ledger 



Revenue from 



Local Sources 

_____ 



Revenue from 
State Sources 



( 2 ) $ 30 , 000 



Revenue from 
Federal Sources 
( 1 )$ 20 , 000 









Definitions of terms In ciiatt of accounts 

CURRENT ASSETS (A debit entry increases an asset account; a 
credit entry decreases an asset account) 

1501 Cash 

Cash includes all bank deposits, currency, checks, postal or express 
money orders, and banker’s drafts on hand or on deposit with an 
ofiB-cial or agent designated as custodian of cash for the school 
district. 

1 51 0 Petty Cash 

A sum of money, either in the form of currency or a special bank 
deposit, set aside for the purpose of making change or immediate 
payments of comparatively small amounts. 



1 530 Prepaid Expenses 

Prepaid expenses are those portions of insurance premiums, rent, 
and other expense paid during a given fiscal year for services not yet 
received, that is, for benefits extending to the end of the year or even 
to succeeding years. For example, if a school district purchases a 
three-year fire insurance policy on all of its buildings, it has paid its 
insurance for the current year and prepaid insurance for two additional 
years. That portion of the premium relating to the current year 
should be charged to expenditures; and the balance relating to sub- 
sequent years should be carried as Prepaid Expenses (an asset). 
Prepaid expenses of subsequent years should be charged to expendi- 
tures promptly at the beginning of each year. 

1 540 Accounts Receivable 

In this account are recorded the amounts collectible by the school 
district from individuals, firms, governmental units and others. 

1 550 Investments 

Investments are defined as any securities or other property in 
which money is put to earn interest either temporarily or per- 



manently. The investments most commonly used by school dis- 
tricts are United States Treasury bills or bonds. 

CURRENT LIABILITIES (A credit entry increases a liability account; a 

debit entry decreases a liability account) 

1 605 Salaries Payable 

Salaries payable are salaries earned but not paid. 

t6t0 Accounts Payable to Vendors 

Unpaid balances or invoices against a school district which are 
due and owing to individuals, firms, or others, excluding deductions 
payable such as Federal income tax, social security taxes, and retire- 
ment contributions, all of which are withheld from the employee’s 
payroll. 

1620 Accounts Payable for Payroll Deductions 

In this account is recorded any payroll deduction which is pay- 
able to various governmental units or which is for items withheld 
from employee’s payroll such as income taxes, social security, and 
retirement. 

EQUITY (A credit entry increases an equity or fund balance account; a 
a debit entry decreases an equity or fund balance account) 

2010 Fund Balance 

That portion of a given fund which is not segregated for specific 
purposes and which represents the difference between current assets 
and current liabilities. 

2011 Reserve for Encumbrances 

This is a summary reserve account in the General Ledger represent- 
ing a segregation of fund balance to provide for unliquidated 
encumbrances. 

REVENUE AND EXPENDITURE SUMMARY ACCOUNTS 

2020 Estimated Revenue Summary 

(A debit entry increases an Estimated Revenue Summary account; a credit 
entry decreases an Estimated Revenue Summary account) 

This is the General Ledger summary account representing the 
summary of ^ill revenue estimated to accrue during the current 
fiscal year. 

2030 Revenue Summary 

(A credit entry increases a Revenue Summary account and a debit entry 
decreases a Revenue Summary account) 

This is the General Ledger smnmary account representing the 
summary of all revenue received, that is, additions to assets which do 
not increase any liability nor represent the recovery of an expenditure. 



and the cancellation of liabilities without a corresponding increase 
in other liabilities or a decrease in assets. 

2040 Appropriations Summary 

(A credit entry increases an Appropriations Summary account and a debit 
entry decreases an Appropriations Summary account) 

This is the General Ledger summary account reflecting the total 
authorization granted by the board to make expenditures and to incur 
obligations for specific amounts and purposes during the current 
fiscal period. 

2050 Expenditure Summary 

(A debit entry increases an Expenditure Summary account and a credit entry 
decreases an Expenditure Summary account) 

This is the General Ledger summary account representing the 
summary of all expenditures, that is, charges incurred, whether paid 
or unpaid, for operation, maintenance, interest, debt retirement, 
capital outlay, and other charges which are presumed to benefit 
the current fiscal period. 

2060 Encumbrances 

(A debit entry increases an Encumbrance Summary account and a credit entry 
decreases an Encumbrance Summary account) 

This is the General Ledger summary account representing the 
summary of all encumbrances, that is, commitments in the form 
of purchase orders, contracts, or salary contracts which are charge- 
able to an appropriation and for which a part of the appropriation is 
reserved. 



Opening The Books Of Account 

In the presentation of the sample school district financial records, 
it is assumed that the General Ledger has not been opened for this 
current school year. The opening of the General Ledger is necessary 
to record in the books the amounts of the assets that the district 
owns, what the district owes, and as stated before, the difference 
between what it owns and owes, the fund balance. Once these 
amounts have been entered in the records, recording of the routine 
transactions of the school district may be started — for example, 
buying supplies, materials, and textbooks; paying salaries to teachers 
and other employees; and reporting these activities to the proper 
authorities. Since a minimum chart of accounts has now been estab- 
lished, all accounts with balances (entries) should be listed before 
making the opening General Journal entry. 

At the beginning of the fiscal year, in July, the current assets for 
our hypothetical school district are: 



Current Atsets; 

Cash 

Investments 

Petty Cash 

Prepaid Expenses... 
Accounts Receivable 



$69, 445. 55 
24, 847. 20 
400. 00 
3, 000. 00 
3, 652. 15 



Total Current Assets 

The current liabilities (what the district 
trict are: 



-$101,344. 90 

owes) for our school dis- 



Current Liabilities; 

Salaries Payable 

Accounts Payable: 

To Vendors 

For Payroll Deductions 



$56, 900. 00 

3, 673. 25 
6, 361. 50 



Total Current Liabilities $66 934 75 

The total current UabUities are subtracted from the total current 
assets and the difference is called the fund balance, lor example: 

Total Current Assets (what it owns) ®ioi 044 qa 

Less : Total Current Liabilities (what is owed) ” ” ” 66 , 934 . 75 

Fund Balance * 34 , 410. 16 

The amount of salaries payable, $66,900, as defined on pa«e 29 is 
for sdaries earned by teachers during fiscal year 1966. Most of the 
teachers m a school district work only during the academic year— 
beptember to June. A common arrangement is to spread their 
salary over 12 months to provide a continuity of paychecks How- 
ever, since only 10 months have elapsed by the end of the academic 
jmiw. It IS necessary to pay these teachers lor two more months. 
Therefore, at the end of the fiscal year, the remaining two months’ 



Preparing the opening general journal entry 

The information on current assets and current liabilities may now 
be used to prepare an opening journal entry. An entry is the 
recording of a transaction in a journal. The making of the debit and 
credit parts of an entry is called journalizing and is done in chrono- 
logical order. I he definition of General Journal (p. 20) indicates 
that the amounts listed m the journal columns will later be posted to 
the »ecounts of the General Ledger. At this point it may not be 

bihties. The General Journal serves as a permanent record of the 
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complete transaction, for both the debit and the credit parts. Again, 
the journal entry is a balanced summary of the transaction and is the 
only complete record of the transaction. 

The opening General Journal entry follows: 

GENERAL JOURNAL 

Page ? _ 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


W, 1 


Caiti 


1501 


61,445 


55 








Pe^t/ C(uk 


1510 


400 


00 








Vmpouid PxKjen^e 


1530 


3,000 


00 








Account Rece/cua6£e 


1540 


3,652 


15 










1550 


14,141 


20 








SaicwLdt Paimble. 


1605 






56,900 


00 




Accounts Vanabto. to \lo.ndoAt 


1610 






3.673 


25 




PaitfioU Vzductioni Paf/abU 


1620 






6,361 


50 




fund Balance 


2010 






34.410 


15 




To KQ.c.ond cuA^e.nt cuAAmt 














JUahlUtiotf and iund balance. 














0 |< Join 1. 1966. 



























Several things in the General Journal entry, above, should be 
noted : 

First, the date is shown in the Date coltimn. 

Second, note the position of the entry on the form. The 
Debit accounts and amounts are placed on the left and the Credit 
accounts and amounts on the right. This is a standard practice. 

Third, all of the accounts affected are included in the entry. 

Fourth, the total of the Debit amounts equals the total of the 
Credit amounts. This should be true of any journal entry. As is 
pointed out in the previous chapter, in every transaction, there is 
an action and an equal reaction. 

Fifth, a brief description of the transaction or purpose 
of the entry is given. 

Finally, please understand that if you were to begin work 
for a school district at some time other than the beginning of 
the fiscal year these entries should already have been made in 
the financial records. However, you should prepare a trial 
balance (a list of the debit balances and the credit balances) to 
make certain the accounts are in balance. 

Posting the general ledger 

General Journal entries are posted to General Ledger accounts. 
The amount shown for an account in the journal entry is posted to 
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that account in the General Ledger, as a debit if the amount appears 
in the debit column or as a credit if the amount appears in the credit 
column. 

The first account listed in the entry is Cash. The posting would be 
as follows : 



I 



l 

\ 



I 



GENERAL LEDGER 



Account Cd6h Account 



DATE 


EXPLANATION 


POST 

REF, 


DEBIT 

AMOUNT 


DATE 


explanation 


POST 

REF. 


CREDIT 

AMOUNT 






Batunc 


1 Jl 


69.445 


55 








1 














~l 1 







Note that the entry is posted in the Debit column . As each entry is 
posted to the proper ledger account, the date of the entry is recorded 
in the “Date” column, the source of the entry is recorded in the 
“Ref.” column (in this case the source is the first page of the General 
Journal, thus the abbreviation “Jl”). In all ledger accounts the 
same rule applies — the source for the entry is indicated in the 
lieference column. Since ledger accounts are always posted from 
journals, the Reference will always be a certain page in a journal. 

After the posting of an entry has been completed, it is helpful to 
have some way of indicating this step in the journal. This is accom- 
plished by entering the number of the account to which posted in the 
Reference column of the journal. Note that 1501 is entered on the 
first line in the Reference colunrn of page 1 of the General Journal 
on page 32. This means that $69,445.55 has been posted as a 
debit to the Cash account, account number 1501. This, then, 
serves two purposes — (1) to indicate that posting has been completed j 
and (2) to indicate the account to which the entry was posted. 

Each line of the opening entry in the General Journal is similarly 
posted, until the entire entry has been posted to the General Ledger. 
The opening of the General Ledger is then complete. In this illustra- 
tion there is a total of nine General Ledger accounts; postings to the 
other eight accounts are shown here and on the next several pages. 

GENERAL LEDGER 



Account Caih Account * -Jill 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 


J96b^ 

7*1 Pt A 1 




71 


400 


Q(i 










— E 




















1 



3S 

1 

! 




i 



GENERAL LEDGER 

Page L 

Account Pfie.pcU.d Expand g Account ^ 1530 



DATE 


EXPLANATION 


POST 

REF, 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


credit 

AMOUNT 


1964 

liifu 


!, 


Roj . RnPnkiro 


TJ 


^nno 


01 














1 










nr 1 













GENERAL LEDGER 

Page L 

Account Account6 Rec&ivable Account ^ 1540 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF, 


CREDIT 

AMOUNT 


u 


, 


Bzfl. 


J/ 


3^652 


15 














1 

























Account Jnvu4)tfe,nt4 



GENERAL LEDGER 

Account ^ 1550 



Page , 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF, 


CREDIT 

AMOUNT 


196„6 

mu 


/ 




11 


9J^f<47 


?Q 







































GENERAL LEDGER 



Page L 



Account Sala/ileJ, Paijabie. 



Account ^ 1605 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 














IH5 


1 


EtLQ. Ealanao. 


j; 


56, 9M 


2£L 



























GENERAL LEDGER 

Page L 

Account Accou^vU Pai^abie - l/endo/ vi Account ^ 1510 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 
















1 


Ee.g. Ealanaz 


31 


3.673 


25 



























i 

k 



■ 34 



I 



O 

ERIC 
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GENERAL LEDGER 



Page I 



Accounf — Pat ^ /taU ^'DpdurfJrmA Account lA9n 



DA 


TC 


EXPLANATION 


POST 

RLF, 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 














1966 

Wy 


1 


Balance 


J1 




5C 






















—V f ttfv 1 





GENERAL LEDGER 



Accounf Fund Balanao, 



Accounf ^ 2010 



Page I 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 














lulu 


1 


BaJLcinc.Q. 


J/ 


34 410 
























1 u 


1 ^ 



A graphic illustration of the journal entry and its subsequent 
posting to the ledger accounts is shown on the following page. 



Summary 



(1) A listing of all accounts used in an individual accounting system 
is a Chart of Accounts. 

(2) An account that is used to consolidate items of a broad category 
in one place is called a Summary Account. For example, all revenue, 
regardless of source, is entered in the Revenue Summary account. 

(3) A group of accounts, each of which is used for recording specific 
items belonging to a broader general category, is called a Subsidiary 
Ledger. F or example, each account in the Revenue Subsidiary 
Ledger is used to record some type of revenue. 

(4) An Entry is the completed recording of a transaction in a journal. 

(5) Journalizing is the process of making the debit and credit parts 
of an entry. 

(6) In every Journal Entry, the total of the debit entry or entries 
must equal the total of the credit entry or entries. 

(7) The General Ledger is posted from the General Journal. 

(8) Salaries Payable "re salaries earned by teachers during the 
current fiscal year. Pa3mient is withheld and made during the fol- 
lowing fiscal year so that teachers might receive pay over 12 months. 
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Posting oF credit omottnts in General Ledger » 




CHAPTER IV 



Recording the Approved Budget 



The estimated revenue budget 

The recording of the opening entries in the General Journal and 
the posting of the amounts to the accounts of the General Ledger is 
the first step in opening the records. This chapter takes the next 
step in the sequence— recording and posting the approved budget. 

A school budget is an official statement of the anticipated revenues 
and expenditures of the school district for a definite period. Through 
the budget, the board of education, the school administration, and 
the people of the community reach agreement on the financing of the 
educational program. In other words, the annual budget is the 
educational plan of a school district for a school year expressed in 
dollars. 

The entry for recording the approved budget is made in the journal 
and is posted to accounts of the General Ledger in the same manner 
as the journal entry which originally opened the books (illustrated in 
chapter III). Om hypothetical district keeps its books on a fiscal 
year basis. 

The fiscal year most often used begins July 1 and ends the following 
June 30. A budget is prepared for each fund for a specific fiscal year . 

In this chapter the concern is the budget for the General Fund— 
the fund which finances the ordinary operation of the school district. 

The approved estimated revenues in the annual budget for our 
hypothetical school district are seen below. The account descrip- 
tions and numbers for revenue are taken from Handbook II, Finan- 
cial Accounting jor Local and State School Systems} However, 
revenue accounts in use vary among States. For a more complete 
list see the accounting manual issued by your State department of 
education. 



‘ Reason and White, p. 6. 
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Hypothetical School District 
Xville, U.S.A, 



Annual Budget — Fiscal Year 1967 
General Fund 



Estimated Revenue 

10. Revenue From Local Sources 

! 11. Taxation and Appropriations Received $353,270 

14. Other Revenue From Local Sources 300 

20. Revenue From Intermediate Sources 220 

30. Revenue From State Sources.. 253 380 

I 40, Revenue From Federal Sources 2, 000 

80. Amounts Received From Other School 

Districts in the State 1,350 

1 Total Estimated Revenue $610, 520 

i Plus anticipated Fund Balance as of the; end of the current 

fiscal year 29, 410 



Total Estimated Amount Available $639, 930 



Please note that the Total Estimated Amount Available, $639,930, 
includes the anticipated Fund Balance, $29,410, as of the end of the 
current fiscal year. When the fiscal year starts on July 1, which is 
the fiscal year used here, budgets are normally prepared in the spring 
for the following fiscal year. Since budget figures are based on 
estimates, the amounts are usually kept in whole dollars. Please 
note that the actual fund balance as of July 1, $34,410.15, is $5,000.15 
more than the amount estimated at the time the budget was prepared. 

Each of the items of estimated revenue should be accounted for in 
a separate account so that excess revenue or revenue shortages may 
be readily identified by source as the school year progresses. This 
is accomplished by the use of the subsidiary Revenue Ledger. Re- 
member that every subsidiary ledger is summarized in an account 
in the general ledger. 

The original entry for the approved estimated revenue budget may 
be subject to adjustment later if revenue estimates change. Sample 
adjustments of this type are shown in a later chapter of this 
handbook. 

Recording the estimated revenue budget 

The General Journal entry recording the estimated revenues 
lists the General Ledger accounts and the subsidiary Revenue 
Ledger accounts and the amounts for each. The entry can be 
made as shown on the following page. 

Several things should be noted about this journal entry. First, 
this is a General Journal entry, just like the one used to open the 
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books for the first time as shown in chapter III. This entry, how- 
ever, also carries the detailed information for posting in the accounts 
of the subsidiary Revenue Ledger. 

Second, note the arrangement of the journal entry. The entries 
for the controlling or summarizing account. Estimated Revenue, 
and the Fund Balance account are shown, as before, in the Dehit 
and Credit columns, respectively; both are General Ledger accounts. 
The Estimated Revenue account is called a control or summarizing 
account because it represents the total of all the individual revenue 
accounts. Accounts and amounts to be posted to the subsidiary 
ledger are entered in the Account Title and Explanation Column and 
do not have the balancing feature of debits and credits; however, 
postings to the individual subsidiary Revenue Ledger accounts must 
add to the total shown in the Estimated Revenue control account 
in the General Ledger. 



GENERAL JOURNAL 

Page i. 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF, 


DEBIT 

AMOUNT 


CREDIT 

MOUNT 


Jui-y i 




2020 


610,520 










Fund SaZancQ. 


2010 






610.520 


00 




To fiQ.con.d and thz Fttmat^d 














Re.ve.nud Stuma/u^ account tn the 














wal LedazM. Aon the unmoved GenviaJL 














Fund budaet ^oa the ^l6cai uecji 1966- 














.... 67. VetcUled b/ieakdom oA F^t^ated 














Revenue tuted belovot 




























Acct » ^ Tttte Amount 














Tax.. S Aott/io. rtULC.'d. i353,270.0l 


11 












U OthzA Rev. Ifi. Loc. Sacs. 300. OC 


14 












20 Rev, Intejimed. Sacs. 220. OC 


20 












30 Rau. Aa. State Soaaces 253^3S0.0C 


30 












40 Rev. ^a. Fed. Soaaces 2.000.0C 


40 












iO Amounts Rec*d. ^a. Othea 


SO 












Schl. Vtsts. tn the State I^SBO.OC 














$610. 520. Ot 













Posting the general ledger 

The journal entry for recording the approved total estimated 
revenue budget is posted to the General Ledger in the same manner 
as the journal entry which originally opened the books. The 
account numbers 2020 and 2010, for the Estimated Revenue and 
Fund Balance accounts, are taken from the Chart of Accounts in 
chapter III, page 26. 
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GENERAL LEDGER 



Page_i 



Account Viinrl Account ^ 2JUA 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF, 


CREDIT 

AMOUNT 














1966 

VdU 


} 


Balance. 


j; 


34,410 


15 
















1 


Sex up 

acct. 


J2 


610^520 


00 



























GENERAL LEDGER 



Account Eitmout&d Rzvznuz 



Account ^ 2020 



Page__I 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 


1966 

Mtj 


1 


S&t up 


12 


610,520 


Oi 







































Note that in the case of the Fund Balance account, the credit 
adds to the credit balance resulting from the posted original opening 
journal entry in chapter III. The new credit balance of $644,930.15 
(sum of the old balance $34,410.15 plus $610,520.00) represents an 
estimated fund balance which will be used to finance the General 
Fund operations during the fiscal year. 

Posting the subsidiary iedgor 

The subsidiary Revenue Ledger forms used provide space for 
recording estimated revenues, actual revenues and the uncollected 
balance of estimated revenues. Since we now are concerned with 
recording the budget, the entries shown below are recorded in the 
Estimated Revenue columns. The revenue accounts are posted as 
follows: 



REVENUE LEDGER 



Account ^ —LL— Page_! 

Account Description Taxation and Appn.op>UcitLon 



DATE 


REF, 


ESTIMATED 

REVENUE 


ACTUAL 

REVENUE 


TOTAL REVENUE 
TO DATE 


BALANCE 


— mB — 

Itity 1 


12 


353,270 


00 










353,270 


M. 
























REVENUE LEDGER 

Account * - U Page_l 

Account Desnripfinn Othdfl RfcUfcWUfc LocClZ SOUA -CU 



DATE 


REF. 


ESTIMATED 

REVENUE 


ACTUAL 

REVENUE 


TOTAL REVENUE 
TO DATE 


BALANCE 


— rm — ' 

T/i/y 1 


72 


300 


QQ 










m 


M. 


























I 



REVENUE LEDGER 



Account ^ ^0 Page — I — 

Account Dest^ripMon Rfcv/fcWUfc i(/tor» Intzfufnzdiatz So kac^a 



DATE 


REFr 


ESTIMATED 

REVENUE 


ACTUAL 

REVENUE 


TOTAL REVENUE 
TO DATE 


BALANCE 


rm — 

lull/ 1 


12 


220 


00 










m 


M. 























REVENUL' LEDGER 

Account ^ ^-30 Page^i 

Account Description Rgt/cmxc Stat^^J) UAce>6 



DATE 


REF. 


ESTIMATED 

REVENUE 


ACTUAL 

REVENUE 


TOTAL REVENUE 
TO DATE 


BALANCE 


im — 

July 1 


J2 


253,3«0 


00 










253. 3S0 


M. 























REVENUE LEDGER 

Account ^ -4J) 

Account Description Reuetiqfc <</tom Fede/ta£ SouAcu 



DATE 


REF. 


ESTIMATED 

REVENUE 


ACTUAL 

REVENUE 


TOTAL REVENUE 
TO DATE 


BAUNCE 


JVIB 

7u/y J 


72 


2.OO0I 


\oQ 










2 , flop 


W 























I REVENUE LEDGER 

I Account ^ - ^0 Page^l 

I Account Description RfcU. OtkVi Scht» Xti State. 



DATE 


REF. 


ESTIMATED 

REVENUE 


ACTUAL 

REVENUE 


TOTAL REVENUE 
TO DATE 


BALANCE 


— vm — 

July 1 


J2 


y,350 


00 










if350 


00 























I 



■f 



j 



I 



245-882 0-67-4 
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The Qppropriation and expenditure budget 

The approved appropriations in the annual budget for the hypo- 
thetical school district are shown on pages 42-43. Again the account' 
description and numbers for appropriation and expenditure accounts 
are taken directly from Handbook II, Financial Accounting for 
Local and State School Systems.^ 

Each of the appropriation and expenditure items in the budget 
should be accounted for separately so that expenditures may be 
controlled within individual budget classifications. This is ac- 
complished by use of a subsidiary Appropriation and Expenditure 
Ledger. 

The difference between the terms appropriation and expenditure 
is that the former is the money budgeted for specific purposes, and 
the latter is the money spent for the same purpose. For example, 
if $2,000 is appropriated for School Supplies, we say we have a 
$2,000 appropriation. As the $2,000 is spent on school supplies, 
we have expenditures against the original appropriation. 

The Budget for Expenditures may be formally revised later if 
estimated expenditures change. Sample revisions of this type are 
shown in a later i/Lapter. 

Recording estimated expenditures C' appropriations 

The General Journal entry recording appropriations lists the 
General Ledger accounts, the subsidiary Appropriation and Ex- 
penditure Ledger accounts, and the amounts for each. Note that 
the account numbers 2010 (Fund Balance) and 2040 (Appropriations 
control account) are taken from the Chart of Accounts in chapter 
III, page 26. The entry recording appropriations (estimated ex- 
penditures) is shown on pages 44-45. 



ESTIMATED EXPENDITURES 
FISCAL YEAR 1967 



$18, 600 
250 

300 $19,150 



200. Instruction 

210. Salaries 

211. Principals $30,000 

212. Supervisors.. 20,000 



100. Administration 

110. Salaries 

120. Contracted Services 
130. Other Expenses 



* Reason and White, p. XIX. 



t 



I 






t 



f 



I 

I 

t 

♦ 

I 



213. Teachers 

214. Librarian i 

215. Clerks 

216. Guidance 



$390, 000 
8, 000 
8,000 

7, 500 $463, 500 



220, Textbooks 

230. Library Supplies.. 
240. Teaching Supplies 
250. Other Expenses. 



2, 000 
700 
1,700 

500 $468, 400 



400. Health Services 

410. Nurses’ Salaries 

420. Other Expenses 

500, Pupil Transportation Services 

520, Transportation Contract 

600, Operation of Plant 

610, Salaries 

630. Heat 

640, Utilities 

650. Supplies 

660. Other Expenses 

700. Maintenance of Plant 

720, Contracted Services 

730, Replacements of Equipment 

800, Fixed Charges 

810, Retirement FICA 

820, Insurance Premium 

i 1100, Community Services 

j 1110, Recreation 

j 1130, Public Libraries 

1200, Capital Outlay 

1220. Buildings 

1 230, Equipment 

1300, Debt Service 

1310, i*rincipal 

. 1320, Interest 

} 

! 1400. Outgoing Transfer Accounts 

J 1410, Tuition. 



3, 800 
200 


4,000 


4, 150 


4, 150 


20,000 
6,000 
2, 100 
690 
100 


28, 890 


3, 700 
1,400 


5, 100 


45, 600 
2, 700 


48, 300 


500 

500 


1,000 


22, 000 
4,000 


26, 000 


32, 000 
2, 500 


34,500 


440 


440 



} 

Total Appropriations 



$639, 930 



i 



t 



] 

I 

I 

i 

\ 



The total of the appropriations is debited to the Fund Balance 
account. The total appropriations in all accounts in the subsidiary 



1 er|c 

ULmmm 



43 



I 



Appropriation and Expenditure Ledger are equal to the balance in 
the General Ledger Appropriations account. 



! 






GENERAL JOURNAL 



Page^ 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


l96b 
T(i/y I 


Pimci RaljUfioo 


1010 


639,930 


QQ 








Af)}p^OVHA,cUlon6 


2040 






639.930 


00 




To Ke.co^d AppKopnlatLon& the. ao- 














p/LOvzci GzneAol Fund budqet ^l6aal 














uzoK 1966-^67. VoJtalizd bmakdom oi( 














aomoo/tlcutionA Jj^ LUte.d belou): 














Acet. Tltt^ 


Amount 














])0 


Admin, f. SalaAA.d6 $ 


16,600.00 


110 












m 


Adnin.. ContA» S^uic&6 


250.00 


120 














Admin, f. OtkeA Expe.n^e^ 


300.00 


130 












2M 


7n6t/L.f. PAyincyipa£*6 Sal. 


30,000.00 


211 












2)2 


Jn6t/t.. SupeAviA0A.*6 Sal. 


20.000.00 


212 












213 


7n6tA.^ Te.acheA^* Sai. 


390,000.00 


213 












214 


7n6tfi.f Ub/LO/uan Sal. 


6,000.00 


214 












215 


7n6tA.f. CleAkA* ^al. 


6,000.00 


215 












216 


7n6t/i. ^TeachcA AaaIaIa.SoI. 


7.500.00 


216 












220 


7n6t/t.f. Te.xlboofu 


2,000.00 


220 












230 


7n6t/i.^ Ub/iOAU Suwlie^ 


700.00 


230 












240 


7nAlJL.f Te^aaking SupptLeJ^ 


1,700.00 


240 












250 


7n6tA.f, Otkvi ExpewACA 


500.00 


250 












410 


Ho.altkp WoAAe'A Sal. 


3,600.00 


410 












420 


Health. OtkzA ExoewAeA 


200.00 


420 












520 


jKan6r>oHlation ConlJiact 


4,150.00 


520 












610 


OpcJuvtcon oi( P£ml. Sal. 


20.000.00 


610 












$i0 


OpeAalion of Plants Heal 


6,000.00 


630 












640 


OpvuxUion of PImI^^JMaX. 


2,100.00 


640 












650 


Operation Plant. Supp. 


690.00 


650 












660 


Opvialion ofi Plant. Otk^ Exp. 100.00 


^60 












720 


Malnt of Plant.ConlJt.S^ 


3.700.00 


720 












730 


t^ialnt. of Plant. Replacement 


730 














of Epaip. 


1.400.00 














&10 


Fixed ChAg^.f Pet. 6 F7CA 


45,600.00 


610 












620 


Fixed C/iAoA.p TwA. PAcm. 


2. 700.00 


620 












1110 


Coftsw, SeA. . PecAcatton 


500X0 


1110 











I ! 
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GENERAL JOURNAL 



Page^JA 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REP. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


1466 

Vihj 1 


n?/) Pfih^ IJhh FiOD.QO 


1130 












1220 Capital Outiau. Bldo^* 22,000,00 


1220 












1230 Cafoital OtMau. EoiUa, 4.000,00 


1230 












1310 Vdbt SeA. . P/Unc^oal 32,000.00 


1310 












1320 Ve.bt SeA.f luteABAt 2.500.00 


1320 












1410 Outao^na T/tayi6.f TaJjbion 440.00 


1410 












TOTAI^APPROPRl ATT OIJS $639,930.00. 



























Posting to the general ledger 

The journal entry for recording the approved total Appropriation 
and Expenditure budget is posted to the General Ledger in the same 
manner as the journal entry for the Estimated Revenue. Note that 
the General Ledger account Fund Balance has the previous postings 
recorded for opening the books and recording the Estimated Revenue. 

Note, again, that the debit to the Fund Balance account has been 
subtracted from the previous credit balance reducing the balance 
of the account to $5,000.15. Thus, the balance in one account, 
Fund Balance, has been transferred to several Appropriation and 
Expenditure Ledger accounts; in other words, the funds have been 
earmarked for specific purposes. 



GENERAL LEDGER 



Accouni* FuKcf BaZanc^ 



Account- , 2010 



Page L 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF, 


CREDIT 

AMOUNT 


iw 

llily. 


J_ 


Se4 App/to- 

phjntjnviA, fioot ^ 


7^? 


A^QQ^n 


00 


f966 

hiFij 


1 




JJ— 


UrUa. 


_L5 






ua i p .t .dii 






1 


5^ ip EU. 

iid^. 

































GENERAL LEDGER 



Account- App^op^atLon6 



Account- ^ 2040 



Page 



DATE 


EXPLANATION 


POST 

REF, 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 














1966 

Jullf 


1 




J3 


639.930 ho 






















r 
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Posting the appropriation and expenditure iedger 

The subsidiary Appropriation and Expenditure Ledger is posted 
from the detailed breakdown shown in the General Journal entry. 
The posting is entered in the “Unencumbered Balance” column be- 
cause at this point (the start of the fiscal year) no expenditures have 
been made. 

There are more accounts in the Appropriation and Expenditure 
Ledger than in other ledgers and the majority of posting is to that 
ledger. These accounts are the most important to school adminis- 
trators in the day-to-day operation of the schools because they reflect 
the status of the budget — ^how much unencumbered or uncommitted 
money is available for spending. The unencumbered balance is 
what is left after deducting from the original appropriation the 
expenditures and encumbrances (funds committed for salaries and 
by purchase orders). 

Normally, the total revenue available to a school district is allo- 
cated to meet the various types of expenditures which will occur 
during the year; and management of the Appropriation and Expend- 
iture Ledger accounts becomes the major financial problem. For 
this reason an encumbrance system is recommended in the manage- 
ment of a school district’s finances. 

As indicated above, encumbrances are commitments in the form 
of purchase orders, contracts, or salary contracts which are charge- 
able to an appropriation and for which a part of the appropriation 
is reserved. When the commitments are paid or when a liability is 
actually established, they cease to be encumbrances. The use of 
encumWances will be illustrated in the next chapter. 

The form used for the Appropriation and Expenditure Ledger 
accounts differs from the form used for the Revenue and General 
Ledger accounts. In addition to the appropriation and expenditure 
columns, columns are provided for encumbrances, liquidations (or 
reductions of encumbrances), total encumbrances, and the unen- 
cumbered balance. 

Appropriations are posted to the appropriation and expenditure 
accounts as follows : 



APPROPRIATION AND EXPENDITURE LEDGER 

Account _110 PageJ, 

Account Pfii^cripflnn Admln^tAcution^ SaZaAyie^ 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

brancesIand 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BAUNCE 


OBLIGATE 


LIQUIDATE 


■mr 

Juiyl 


J3 


18.600 


00 


























18.600 


00 
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appropriation AND EXPENDITURE LEDGER 

Account »J20 Poge^J. 

Account Description ^dminl6tMtion. ConiAacieA SZAvicu 



Dm 

1 I imuy 1 ■ 1 


REF. 




encumbrances 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

cumbered 

BALANCE 


APPROPRI 

TIONS 


A- 


OBLIGAT 


■E 


UQUIDATE 


1966 

JwLijl 


J3 


250 


00 


























250 


on 




































1/1/ 



APPROPRIATION AND EXPENDITURE LEDGER 

Account '> — \M Poge_i 



Account Description Ari>>tc>u^t>uvtcon. OtheJi Ex.pp« AP 



DATE 


REF. 




ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


APPROPRI, 

TIONS 


A- 


OBLIGATE 


UQUIDATE 


1966 

JwLijl 


J3 


500 


00 


























300 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account Page ]_ 

Accounf Description P/Uncif^ati>* S jOLtaAioA 



DATE 


REF. 




ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


APPROPRI, 

TIONS 


A- 


OBLIGATE 


LIQUIDATE 


i960 

Julyl 


J3 


30.000 


00 


























30,000 


00 







































appropriation AND EXPENDITURE LEDGER 

Account ^ 212 

Account Description 7n6tAuctcon^ * Sa£(VUe^ 



DATE 


REF. 




ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCES^AND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BAUNCE 


APPROPRI 

TIONS 


A- 


OBLIGATE 


LIQUIDATE 


1966 

JwLyl 


J3 


20,000 


00 


























20 000 


00 
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APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ 213 Page 



Account Description ^ Sa£ n/bLpj, 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESjAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966~ 

Juitfl 


J3 


390.000 


00 


























390.000 


QQ 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ ,-214 PogeJ. 



Account Description Jn&tAuction^ LibKO/Uan SaZ a/iu 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BAUNCE 


OBLIGATE 


LIQUIDATE 


1966 

JuZijl 


J3 


&.000 


00 


























B.OOO 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ ^^5 Page I 

Account Description JnstAuctcon. Cla/ifu* Sala/ Ue^ 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

JiU^l 


J3 


8.000 


00 
























B.OOO 


00 





































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ , ^76 Page I 



Account Description . Instruction, TeackeA, \66^ tant&* SaZaJuLzjii 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES] AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 \ 
Jutyl 


J3 


7,500 


00 


























7.500 


00 
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APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ ^220 Page L 

Account Description .^InAtnuctlon^ TzKtbook^ 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESjAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

July] 


J3 


2.000 


00 


























2,000 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ Page L 



Account Description ln6tAuctLonf. Lib/ioAu Suppl ier 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 

expendi- 

tures 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Julyl 


J3 


700 


00 


























700 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ -240 Page L 



Account Descrinfinn Jyu>t/tu<itlon. TtadUm Sum tiu 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Julyl 


J3 


K700 


00 


























/.700 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ 25Q Page J 



Account Description JMtAuctConf, Otkc/i 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

JuZtfl 


J3 


500 


00 


























500 
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APPROPRIATION AND EXPENDITURE LEDGER 

Account” ^ 410 PciQe, L 

Account” Descript-lon SaZa/iu 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESlAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

balance 


obligate 


LIQUIDATE 


1966 

JlU^l 


J3 


3.&00 


00 
























3A00 


00 





































APPROPRIATION AND EXPENDITURE LEDGER 

Account” ^ Page — L 

Account” Description UdaZtk^ OtkoJi EK)pe,n&t& 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESlAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


obligate 


liquidate 


1966 

JlUyl 


J3 


200 


00 


























200 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account 52(^ Page. — L 

Account Description T^ajnApo^ajtJon CnhtAacjt 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI ■ 
TURES 


1 total 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESfANO 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

July! 


_J3 _ 


4,150 


00 


























4,1B0 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ 610 Page L 

Account Description Optfiotion o/ P£aittf S(Lta/u (L& 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

balance 


OBLIGATE 


LIQUIDATE 


1966 

Jaiyl 


J3 


20.000 


00 


























20.000 


00 
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APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ 630 Page — L 

Account DescripMon OpeJtdtLon 0^ Piant^ 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

expendi- 

tures 


TOTAL 

ENCUM- 

BRANCES.AND 

EXPENDI- 

TURES 




OBLIGATE 


LIQUIDATE 


UlNCm- 

CUMBERE 

BALANC 


:0 

E 


1966 

Jutj/1 


J3 


6.000 


)0 


























6.000 


W 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ 640 — - 

Account D e sc r I pi-ion OpeAatlotto^ Plant f 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

expendi- 

tures 


TOTAL 

ENCUM- 

BRANCESjAND 

EXPENDI- 

TURES 




OBLIGATE 


LIQUIDATE 


uncm- 

CUMBERE 

BALANC 


:D 

E 


1966 

Jutyl 


J3 


2,100 


00 


























2J00 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ 650 P^9 ® — - 



Account Peso rip Mon Opc^otcon 0^ 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 




OBLIGATE 


LIQUIDATE 


uiNcrvi- 

CUMBERE 

BALANC 


:D 

E 


1966 

Jultjl 


J3 


690 


00 


























690 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account # ^ Pag® 

Account Ppscripfion 0p(jACitA.Oyt 0l( P£.(int ^ 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 




OBLIGATE 


LIQUIDATE 


UINCfVl- 

CUMBERE 

BALANC 


:D 

E 


1966 

Jultfl 


J3 


100 


OC 

























100 


0( 






















1 















APPROPRIATION AND EXPENDITURE LEDGER 



Page L 



i 



Account ^ 7^^ 



Account Dfiscripfinn UcuLntznoncz Vlant, Cont Aact^d SzAvict6 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESjAND 

EXPENDI- 

TURES 




OBLIGATE 


LIQUIDATE 


UfNCM- 

CUMBERE 

BALANC 


ID 

E 


TfZr 

Jutifl 


J 3 


3.700 


00 


























3.100 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ 730 Page — L 

Arc^nunf Pgscripfion Plont^ RfLpl ac.me.nt 0 ^ EqiUfjmeiU 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESiAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


)966 

Jultjl 


J 3 


1,400 


00 


























1,400 


an 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ Page^ 



Account Description VAJiUld md F 7 CA 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESjAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

balance 


OBLIGATE 


LIQUIDATE 


)966 

Julf/J 


J 3 


45^600 


00 






1 ■ 
1 


















43,60o\ 
















r 























APPROPRIATION AND EXPENDITURE LEDGER 

Account »_m Page_L 

Account r)ft<rrtption E-i.X2.d CflflAqgA ^ Jlt6uAflKCC. P ACI1^.UJ11 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESjAND 

EXPENDI- 

TURES 


->5.— 


OBLIGATE 


LIQUIDATE 


UINCW- 

CUMBERE 

BALANC 


:d 

E 


7966 " 


J 3 


2 J 00 


00 


























2.700 


00 
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APPROPRIATION AND EXPENDITURE LEDGER 



Account ^_LUi2 ^ 

Account Description CormufUty Se Avice,^ ??ecAc<ttcon 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESlAND 

EXPENDI- 

TURES 




OBLIGATE 


LIQUIDATE 


UINCM- 

CUMBERE 

BALANC 


ID 

E 


J966 
3 lily 1 


J3 


500 


00 


























_501 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ n30_ _ Page_l 

Account Description CornmiuXu Llb/uviy 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCES.AND 

EXPENDI- 

TURES 




OBLIGATE 


LIQUIDATE 


uncm- 

CUMBERE 

BALANC 


ID 

E 


1966 

JWtijI 


J3A 


500 


OO 


























—5M. 









































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ 1220 Page, 



Account Description CdjPAXdZ OutZdUm BUAjt(LcHQ6 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESiAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


-mr 

July) 


J3A 


22,000 


00 


























22,000 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ 1230 

Account Description Capitot OiMaUf EQ(U.Wl(int_ 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESjAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Jilyl 


J3A 


4,000 


OO 


























4,000 


OO 
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APPROPRIATION AND EXPENDITURE LEDGER 

Account * 1310 Poge__L 



Account Dfiseription Sz/ivici - VKincA-Odt 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


]966 

Julifl 


J3 


32.000 


00 


























32.000 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ _13M — - 



Account Description, Ve.bt SeAvlae. ~ InteAPAt 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Julyl 


J3 


2.500 


00 


























2,500 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ J410 Page — 



Account nesrriptinn Outctoim TAoni^eM - Tuiti on 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES AND 
EXPENDI- 
TURES 




OBLIGATE 


LIQUIDATE 


untM- 

CUMBERI 

BALANC 


:d 

E 


msn 

Jwtgl 


J3 


440 


oo 


























440 


JO 







































Note in each preceding account that the approved appropriation 
(estimates of expenditure) is shown in the Appropriations column as 
well as in the last column, Unencumbered Balance. As amounts are 
entered in the Encumbrance or Expenditure columns, the Unen- 
cumbered Balance (the amount not obligated or expended) column 
will be adjusted accordingly. These entries are described in detail 
in the next several chapters. 

At this point the General Ledger has been opened and the official 
budget has been recorded. Another trial balance should be made 
at this point, similar to the one prepared in chapter II, to make sure 
that all the postings to the General Ledger accounts were correct. 
Remember that a trial balance is prepared by 

(a) Determining the account balance and whether it is a debit 
or credit balance. 



•n 



(b) Listing the debit balances in one column. 

(c) Listing all the credit balances in the other column. 

(d) Adding each column. 

(e) Comparing the column totals to make sure they are equal. 

If the column totals are not equal, it is necessary to check your 
postings to find the errors and make corrections. The trial balance 
should always show the name of the district, the title of the report 
(trial balance), and the date. At this point the trial balance is as 
shown below. 

Now that the General Ledger is open, a series of hypothetical 
transactions is illustrated in the next chapters to demonstrate the 
principles and procedures described earlier. 

HVPOTHBTJCAL SCHOOL VJSTRKT 



TRIAL BALANCE 
July 1, 1966 





Account Title 

\ 


Acet. 

Ho. 


VebU 


CaeAU 




.c<34h_ 


1501 


69,445 


55 








Vetiu CoAk 


1510 


400 


00 








PKcmid Exom&c 


1530 


3.000 


00 








Accounts Pccziocble 


1540 


3.652 


15 










1550 


24,t47 


20 








Sala/iicA Vauabic 


1605 






56^900 


00 




AccountA P&uablc to VendoHA 


1610 






3,673 


25 




PayfioU IkJuctioru Payable. 


1620 






6.361 


50 




Fund Balance 


2010 






5.000 


15 




EAtimted Revenue 


2020 


610,520 


00 








AovKovfUaUoM 


2040 






639.930 


00 








711,664 


90 


711,664 


90 
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Sumraaiy 

(1) The official statement of the anticipated revenues and expen- 
ditures of a school district for a definite period of time is called a 

Budget. 

(2) An Appropriation is money budgeted for specific purposes. 

(3) Encumbrances are commitments in the form of purchase orders, 
contracts, or salary contracts which are chargeable to an appropria 
tion and for which a pai*t of the appropriation is reserved. 

(4) The amount not obligated or expended in an Appropriation and 
Expenditure Ledger account is called the Unencumbered Balance. 
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CHAPTER V 

A Sample Month of Transactions 



In chapters III and IV the groundwork has been laid for recording 
financial transactions in our hypothetical school district. The 
operations illustrated in those chapters are normally performed only 
once a year, that is, at the beginning of the fiscal year. As chapter 
III indicates, the recording of the district’s assets and liabilities 
opened the General Ledger and shows what the district has and 
owes; the difference between the latter is the fund balance. 

As chapter IV indicates, the annual budget is next recorded in 
the General Ledger by first journalizing it in the General Journal 
and then posting to the accounts of the General Ledger. 

Chapter IV defines the term encumbrances as commitments in the 
form of purchase orders, contracts, or salary commitments. They 
are chargeable to an appropriation and, in effect, reserve part of the 
appropriation. Effective expenditure control requires the recording 
not only of the cash expenditures, but also of the liabilities and en- 
cumbrances. When incorporated into the accounting system of a 
school district, encumbrance procedures serve to reserve or restrict 
portions of the budget appropriations of the district for commitments 
or contractual obligations which have been made. In the normal 
operation of a school district it is necessary that the financial records 
enable the school administrator to distinguish between what has 
actually been spent and what has been committed against the budget 
so that he knows what is left for future needs. Financial records 
would be very misleading if obligated or committed amounts were 
not deducted from the amount available for expenditures, and might 
well result in exceeding the appropriation. The use of encumbrances 
to indicate current obligations or commitments which will become 
future expenditures is sound financial management and eliminates 
any guesswork regarding the unencumbered balance in any account. 

Encumbrances and reserve for encumbrances accounts 

It is recommended that Encumbrances and Reserve for Encum- 
brances accounts be used in the General Ledger, and these accounts 
are numbered 2060 and 2011, respectively. These are again control 



accounts similar to the Estimated Revenue and Appropriations 
control accounts as illustrated in chapter IV. These accounts will 
be posted in summary only and the detailed breakdown of the ^m- 
mary will be shown below the entry in the General Journal, Each 
Appropriation and Expenditure Ledger account provides for the 
budgetary appropriations and looks like this . 



Accounl ^ J20- 



APPROPRIATION AND EXPENDITURE LEDGER 



Page_L 



Account Description, 



DATE 



. fuiu J 



REF. 



J3 



appropria- 

tions 



250 



00 



ENCUMBRANCES 



OBLIGATE 



LIQUIDATE 



TOTAL 

ENCUM- 

BRANCES 



EXPENDI- 

TURES 



TOTAL 

expendi- 

tures 



TOTAL 

encum- 
brances, AND 
EXPENDI- 
TURES 



UNEM- 

CUMBERED 

BALANCE 









Please note that there are columns provided for obligating and 
liquidating the encumbrances and for showing the total encumbrances 
to date. These subsidiary Appropriation and Expenditure Ledger 
accounts will be posted from the detailed breakdown of the General 
Journal entry. 

Whether a purchase order is issued or a direct cash expenditure 
is made to obtain goods and/or services, the accounting sequence 
is from the General Journal to the appropriate control account to 
the appropriate subsidiary ledger account. For the specific differ- 
ences that occur, that is, the control accounts and columns used m 
the subsidiary ledger with a direct cash expenditure, and those 
used with an encumbrance (purchase order), see illustrations 2, 3, 4, 
and 5 on pages 112 through 115. The transactions entered and ac- 
counts used in these illustrations are not necessarily related to 
other materials in this manual. 



A sample set of transactions for one month 



The following transactions which are illustrated might not all 
take place in one month, but to show a continuity of operation, let 
us assume that the 31 transactions listed below take place m the 
month of July. This will show the reader a series of sample trans- 
actions for a one month period. Sample transactions: 

1. Encumber the entire payroll as provided for in the adopted ap- 
propriations budget; the payroll accounts or the salary accounts are 



listed below : 

Acct. No. 110 Administration 

Acct. No. 211 Principals 

Acct. No. 212 Supervisors 

Acct. No. 213 Teachers’ 

Acct. No. 214 Librarian 



$18, 600 
30, 000 
20, 000 
390, 000 
8,000 
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245-882 0—67 



5 



Acct. No. 215 Clerks $8,000 

Acct. No. 216 Other Staff (Teacher Assistants) 7, 500 

Acct, No. 410 Health, Nurse 3, 800 

Acct. No, 610 Custodians 20,000 



$505, 900 



2. Issue a purchase order to: Superintendent of Documents, U.S. 
Government Printing Office, Washington, D.C. 20402, for four 
copies of School Building Maintenance Procedures by R. N. Finchum, 
OE-21027, Bulletin 1964, No. 17, at $1.25 each, total $5.00. 

3. Pay Accounts Payable to Vendors: 



School Paper Co $873, 00 

School Book Co 1, 200. 25 

School Supply Co 900. 00 

Athletic Equipment Co__ 700. 00 



$3, 673. 25 



4. Information is received that Other Revemte from Local Sources 
(account No. 14) will be increased by $2,500. 

5. The school district receives a check for $675 from the neighboring 
school district for tuition for two special students. 

6. Cancel the purchase order to the Superintendent of Documents 
in Washington, D.C., because a free copy was received in the mail. 

7. Issue a purchase order to the XYZ Hardware Store for 10 gallons 
of outside paint at $5 a gallon. 

8. The school district borrows, on a 30-day note, $20,000 from the 
National Bank at an annual interest rate of 3 percent. 

9. Award a contract to the Hill and Dale Bus Co. in the amount of 
$4,150 for pupil transportation during the coming school year. 

10. Pay the invoice from the XYZ Hardware Store for the 10 gallons 
of paint — invoice amount is $48.50. 

1 1 . Purchase a three-year fire insurance policy from Congress Insur- 
ance Agency and pay the premium in full in the amount of $1,800. 

12. Issue a check for $25 to the high school principal to set up a 
Petty Cash Fund. 

13. Receive a check from the State department of education in the 
amount of $25,338. 

14. Pay the payroll for the 14th of the month. The $14,225 being 
debited to Salaries Payable is one-fourth of the $56,900 which, as 
explained on page 31, is for salaries earned by teachers but unpaid 
during fiscal year 1966. For each of the four payrolls during July 
and August, $14,225 will be paid to teachers for the previous fiscal 
year. 
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Salaries Payable 

Expenditures 

Retirement Deductions 
Income Tax Withheld. 
Hosp. Ins. Deducted... 

FICA Deducted 

Cash 



$14, 225. 00 
5, 232. 00 

$972.85 

1,955.70 

480.00 

906.25 

15, 142. 20 



Appropriation and Expenditure Ledger Detail: 

Administration. 

Principals 

Supervisors.. 

Teachers - 

Librarian.. - 

Clerks 

Teacher Assistants - 

Nurse — 

Oper. of Plant (Custodians) - 



110 $715 

211 1, 153 

212 769 

213 778 

214 307 

215 307 

216 288 

410 146 

610 769 



$5, 232 



14. Pay the $1,955.70 withheld from the July 14 payroll as Federal 
income tax deductions to the United States Treasury. 

15. Pay the State Retirement Board $12,723 ($6,361.50 for em- 
ployees retirement deductions, which was on the balance sheet as 
payroll deductions payable as of June 30 of the previous fiscal year, 
and a matching amount as the school district’s contribution). 

16. Receive a check from the local tax collector in the amount of 
$84,010. 

17. Repay the $20,000 note and $16.40 interest to the National Bank. 

18. Issue purchase orders for textbooks and teaching supplies to 
the following: 

School Book Co - $420 

School Supply Co 180 

19. Pay the June telephone bill in the amount of $97. 

20. Pay travel expenses of Miss Smith to the Remedial Reading 
Conference in the amount of $38. 

21. Replenish the high school Petty Cash Fund because $18 has 
been spent for office supplies. 

22. Pay for textbooks received from the School Book Co., transaction 
No. 18 above. The invoice is for $378 plus $12.50 freight charge. 

23. The school district’s Treasurer uses $50,000 of inactive funds to 
buy 90-day U.S. Treasury bills for investment purposes. 

24. Miss Jane Jones, teacher, resigns; her contract salary for this 
school year was $5,000. 

25. Hailstorm damage requires $156 for emergency repairs to the 
Lichtenberger Elementary School. 
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26. Instructional supplies are received from the School Supply Co., 
with an invoice for $180, terms of 2 percent/lO days. 

27. The superintendent hires Miss Mary Moore to take Miss Jones’, 
place this fall at a salary of $5,400. 

28. Pay the payroll for the 28th in the same amounts as for the 14th. 
28. Pay the $1,955.70 withheld from the July 28 payroll as Federal 
income tax deductions to the United States Treasury. 

28. Pay the State Retirement Board (employer’s rate same as that 
for employees’) for the current mon til’s employees deductions plus 
the school district’s contribution. 

29. The school district signs a contract with the AIA Architectural 
Co. at an estimated cost of $8,000 for preliminary plans for an 
addition to the high school building. 

30. A check for $106 is received from the insurance company to 
compensate for the hail damage. 

31. The school district receives $10,000 as a result of the maturing 
of certain U.S. Treasury bills. The original investment was 
$9,912.50. 

For the benefit of the users of this manual, an analysis of each 
journal entr}’’ is shown on the left hand page opposite the corre- 
sponding journal entry on the right hand page. The various General 
Ledger accounts, the Revenue Ledger accounts, and the Expenditure 
Ledger accounts are shown at the end of the chapter posted according 
to the dates of the transactions. 
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1. In the journal entry for the first transaction, note that the 
Encumbrance account is debited for the total amount of salaries as 
listed in the budget and the Reserve for Encumbrance account is 
credited for the same amount. Listed below the debit and credit 
entries are the Appropriation and Expenditure Ledger details which 
are posted to the obligation columns of encumbrances. See pages 
93 and 94 for the posting of the journal entry to the General 
Ledger accounts and pages 97 to 103 for the posting to the subsidiary 
Appropriation and Expenditure Ledger accounts. 

2. The journal entry for this transaction is basically the same as the 
first journal entry; however, in this case, we are encumbering for an 
item which is being purchased. Note again that the Encumbrance 
account is debited and the Reserve for Encumbrance account is 
credited for $5. The detail account in the Appropriation and 
Expenditure Ledger, Other expense — Operation, is also debited. An 
example of one form often used for purchase orders is shown on 
page 61. See pages 93 and 94 for the posting of the journal entry 
to the General Ledger accounts and page 104 for the posting to the 
subsidiary Appropriation and Expenditure Ledger account. 

3. Please note that this transaction records the payment of Accounts 
Payable which appeared on the balance sheet as outstanding bills 
from the previous fiscal year. The journal entry is a debit to 
Accounts Payable and a credit to Cash. Note that this is an 
example of reducing a liability and also reducing the asset Cash and 
t hat the detailed list of the companies to be paid is below the journal 
entry. See pages 90 and 9,2 for the posting of the journal entry to 
the General Ledger accounts. 



GENERAL JOURNAL 



Page^ 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF, 


debit 

AMOUNT 


CREDIT 

AMOUNT 


l^db ^ 


lacmhMncu 


2060 


505,9^0 


to 








Re^eAve, Xo/t Encmb/umceA 


2 on 






505.900 


00 




AppKop/UcuUon and EKpmdctuA^ UdqeA Ve^t^Ul: 














Acc^,^ T^ctie, Amount 












no Admintit^uUion $ IS. 600^00 


no 












m PfLUiclpatL 30,000.00 


211 












212 SuneJivliofU 20^000.00 


212 












213 TmcAcaa 390,000.00 


213 












HA UbKofUan S, 000. 00 


214 












215 ClVtki, i. 000. 00 


215 












216 T&acheA Aii-iitanti 7.500.00 


216 












110 WuAAC 3, too . 00 


410 












610 OiotfL, oi Plant (Cuitodianil20.000.00 


610 












$505,900.00 














To /izcofid 6aloAU encmb^anceA Xo/t atZ 














peMonnet appfiove.d tn the. adoiote.d 














budget 


























2_ 


Encumboancei 


2060 


5 


to 








PeieAve ion Encmbnmcei 


2011 






5 


00 




Appfiop/Uatton and ExpendltuAe. ie.dqeA Vetatli 














— OtheA expeme - OpeAntion $5.00- 


660 












To fie,cofid PuAchase. OKdriA Supt, o^ 














Voc.ume.ntii 


























3 


Account& Pauabie. 


1610 


3.673 


15 








Cash 


1501 






3^673 


25 




To aeeoAd pagmenti to 














School PapgA Co. $ 673.00 














School Book Co. 1,200.25 














Sohoot Swppli/ Co, 900.00 














Athletic Eoulpment 700^00 














$3^673.25 
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4. In this instance the school district has been informed that it will 
receive $2,500 additional revenue. This revision is accompUshed 
by debiting the Estimated Revenue account and crediting the Fund 
Balance account. Include the subsidiary Revenue Ledger detail, 
in this case Other Revenue from Local Soiu’ces, below the main entry. 
When payment is received, the Cash account will be debited and the 
Revenue account will be credited. See page 93, for the posting 
of the journal entry to the General Ledger accounts and page 96 for 
the posting to the subsidiary Revenue Ledger account. 

5. The school district received $675 from another school district. 
Here the asset Cash is increased, and therefore it is debited. This is 
balanced by a credit to the Revenue account, which also is increased. 
The latter is a summary account; in order to have this transaction 
reflect the exact type of revenue received, it is necessary to post also 
to the subsidiary Revenue Ledger account. See pages 90 and 93 for 
the posting of the journal entry to the General Ledger accounts and 
page 96 for the posting to the subsidiary Revenue Ledger account. 

6. In this transaction the school district cancels the purchase order 
which was sent to the Superintendent of Documents in Washington, 
D.C. Therefore, it is necessary to liquidate the encumbrance which 
was made for the original transaction No. 2. Note here that the 
Reserve for Encumbrances account is debited and the Encumbrance 
account is credited, just the opposite of transaction No. 2. Similarly, 
the Appropriation and Expenditure Ledger details will now show that 
the $5 amount under the Encumbrances column in account number 
660 has been liquidated, and note in the right-hand unencumbered 
balance column in the same account that the amount has increased 
by $5. This $5 restoration is available for purchase of some other 
item. See pages 93 and 94 for the posting of the journal entry to 
the General Ledger accounts and page 104 for the posting to the sub- 
sidiary Appropriation and Expenditure Ledger account. 
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GENERALJOURNAL 



Page 5 



1 



I 



DATE 

' 4 A / y 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF, 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


1966 

hiPij d 


XtQ\iov\\i(L 


2020 


2.500 


00 








fund Balance. 


2010 






2^500 


00 




Reuenue LedgcA. Vctall: 














OtheA Rz.vQ.nue. //lom Local SouAc.zi-i2^500.0t 


u 












To Ke.coKd fie.\jlt>e.d e^tmcute. /ie.venuc 














(fKom local AouAcQA. 




1 














































































5 


CoAh 


ISOl 


/575 


?0 








f^eijpntip 


90^0 








on 




Revenue Ledger Vetall: 








a 1 7L, 


MiL 




— TiUUon Uom OthoA School Vli.tAicti-i675. 


so 












To n.zcoKd /iccelpt o^ tuition ^fiom PVO 














School Vldt/Uct f^oK AtadentA Bettu 














hUMen. and VeloKCM kxAtJbi 








































6 


R^eAve ^oA EncumbAancQA 


2011 


5 


)0 








EncmbAanceA 


2060 






s 


00 




AppAopnlation and ExpendltuAe LedgeA Vetall: 














OthoA expense - OoQAation $5.00 


660 












To AiCOAd e.nctmbAancz liquidation o7j PO 














<>101 duz to canczllation oK thz ondzn 





























































































































) 

s 

( 
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7. Another purchase order has been issued in the amount of $50 for 
10 gallons of paint at $5 a gallon. Again, a debit is made to the 
Encumbrance account and a credit to the Reserve for Encumbrances 
account. The detail is posted to the subsidiary Appropriation and 
Expenditure Ledger, account No. 720. See pages 93 and 94 for the 
posting of the journal entry to the General Ledger accounts and 
page 104 for the posting to the subsidiary Appropriation and Ex- 
penditure Ledger account. 

8. In this transaction the asset Cash is increased by bon’owing money 
from the bank. This new liability is called Notes Payable and is 
assigned an account number 1611. Therefore, the Cash account is 
debited to record the increase of the asset and the Notes Payable 
account, a liability, is credited to record the liability. See pages 90 
and 92 for the posting of the journal entry to the General Ledger 
accoun ts. 

9. In this transaction a contract has been issued to the Hill and Dale 
Bus Company for pupil transportation. In this case the school 
district is buying services, and thus the entry would be the same as 
for the issuance of a purchase order. The Encumbrance account is 
debited for the full amount of the contract and Reserve for En- 
cumbrances is credited for the same amount. The subsidiary Appro- 
priation and Expenditure Ledger Account number 520, Pupil 
Transportation, also shows an obligation of this amount of money 
in the Encumbrances column. As the monthly bills from the Bus 
Company are received and paid, the encumbrance will be reduced 
by the amount paid. See pages 93 and 94 for the posting of the 
journal entry to the General Ledger accounts and page 102 for the 
posting to the Appropriation and Expenditure Ledger Account. 
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10. Note in this transaction that an invoice and the paint have 
been received for purchase order No. 102 which was transaction 
No. 7 above. The school district is now paying for the paint it 
ordered in transaction No. 7 above. Therefore, the Expenditure 
control account is debited to show an increase in expenditure, and 
the Cash account is credited to show the reduction in Cash. At 
this point, the reader is probably aware of the fact that the invoice 
was for $48.50, but the original encumbrance was for $50. There- 
fore, there is a second transaction marked as No. 10 which would be 
journalized at the same time; the previous encumbrance amount of 
$50 will now be liquidated both from the control accounts and from 
the Appropriation and Expenditure Ledger detail account. Note 
again that the debit to the Reserve for Encumbrances account and 
the credit to the Encumbrances account are the opposite of trans- 
action No. 7 in order to liquidate the encumbrance. See pages 90 
and 94 for the posting of the first journal entry to the General Ledger 
accounts and page 104 for the posting to the Appropriation and Ex- 
penditure Ledger account. See pages 93 and 94 for the posting 
of the second journal entry to the General Ledger accounts and page 
104 for the posting to the Appropriation and Expenditure Ledger 
account. 

11. The school district is making a direct expenditure by paying 
$1,800 for an insurance policy. Since the benefits of this policy 
will last for three years, only the current year’s share will be charged 
as a current expenditure. Thus $600, this year’s share, is recorded 
as a debit to the Expenditure Summary account and also in the 
Appropriation and Expenditure Ledger detail account. The remain- 
ing $1,200 is established as an asset called Prepaid Expenses and 
is debited; in each of the following two years, $600 will be charged 
as an expenditure, finally resulting in a zero asset balance. The 
Cash account is credited to reflect a decrease of $1,800 in the asset 
cash. See pages 90, 91, and 94 for the posting of the journal entry 
to the General Ledger accounts and page 105 for the posting to the 
Appropriation and Expenditure Ledger account. 
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12. In this transaction one asset is increased and one asset is de- 
creased by an equal amount; that is, 5^25 is transferred to the Petty 
Cash account and the main Cash account is reduced by a like 
amount. Therefore, the Petty Cash account is debited and the 
main Cash account is credited. Please note that this is the entry 
normally required to establish a new Petty Cash account or to 
increase an existing Petty Cash account. Transaction No. 21 will 
illustrate how to reimburse the Petty Cash account when money 
has been spent for supplies or other sundry items. See pages 90 
and 91 for the posting of the journal entry to the General Ledger 
accounts. 

13. This transaction records the receipt of cash from the State 
department of education. The Cash account is debited to record 
the increase in Cash, and the Revenue account as well as the detail 
account in the subsidiary Revenue Ledger are credited. See pages 
90 and 93 for the posting of the journal entry to the General Ledger 
accounts and page 96 for the posting to the Revenue Ledger account. 

14. This transaction records the payroll for the 14th of the month, 
which is comprised of charges against two different fiscal years. The 
$14,225 debited to Salaries Payable, as explained on page 31, is for 
gross salaries earned by teachers but unpaid during the previous 
fiscal year; it was charged to the Expenditure control account when 
the Salaries Payable account was established at the end of the 
previous fiscal year. The second debit entry, $5,232 to the Expendi- 
tures control account, is the gross amount for current fiscal year 
salaries, and must also be posted to the various expenditure ledger 
accounts. Because the retirement cost. Federal income tax, social 
security cost, and hospitalization insm’ance cost are deducted from 
the gross payroll and the employee receives a net amount of cash, 
the total of all of these deductions for all employees is shown as a 
series of credit entries, offsetting or balancing the gross payroll 
as shown in the debit columns. Transaction No. 5, chapter II, 
page 17, involved the payment of $44,000 to teachers for salaries. 
These deductions were omitted at that early stage of the handbook. 
Chapter VIII will introduce a system of actual payroll preparation 
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including the preparation of the individual checks to be distributed 
to the enaployees. Journal entry No. 14 reflects the summary total 
of the payroll. It is necessary to liquidate the encumbrances for 
that portion of each payroll covering current fiscal year salaries 
from tlie total amount of the salaries encumbered for the current 
fiscal year ; therefore, there is a series of transactions recorded on the 
14th to show the liquidation of these encumbrances. In addition, 
a third transsaction must be recorded on the 14th to show the im- 
mediate payment to the U.S. Treasury of the Federal income tax 
withheld from employees. Note in this transaction that the Payi’oll 
Deductions Payable (to Federal income tax) account is debited, 
which eliminates the liability; the Cash account is credited because 
there has been a reductic n in the asset Cash. See pages 90, 92, 
and 94 for the posting of the first journal entry to the General 
Ledger accounts and pages 97 to 103 for the posting to the Appro- 
priation and Expenditure Ledger accounts. See pages 93 and 94 
for the posting of the second July 14 journal entry to the General 
Ledger accounts, and pages 90 and 92 for the posting of the third 
July 14 journal entry to the General Ledger accounts. 

15. Transaction No. 15 is separate from and independent of the 
payment procedure just illustrated in transaction No. 14. This 
transaction illustrates the journal entry required to pay the Payi’oll 
Deductions Payable (Retirement) shown on the balance sheet at the 
close of the fiscal year and in addition the payment of an equal 
amount by the school district as the school districts contribution 
to the retirement fund. Therefore, a compound journal entry is 
made showing a debit to the Payroll Deductions Payable account, 
a debit to the Fund Balance account, and a credit to the Cash 
account in the amount of $12,723. See pages 90, 92, and 93 for the 
posting of the journal entry to the General Ledger accounts. In 
the preceding fiscal year no entry was made for Employer’s Con- 
tribution to Retirement for the month of June. To correct this 
error, the bookkeeper must debit Fund Balance rather than Ex- 
penditures, since expenditures are limited to proper charges against 
the current year’s budget. 
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16. This transaction records the receipt of Cash. Therefore, the 
Cash account is debited to record the increase. The balancing 
credit entry is made to the Revenue control account and also to the 
detail account in the subsidiary Revenue Ledger. See pages 90 and 

93 for the posting of the journal entry to the General Ledger accounts 
and page 95 for the posting to the subsidiary Revenue Ledger 
account. 

17. This transaction illustrates the journal entry necessary to repay 
the Note Payable owed to the bank, and, again, a compound entry 
is required. To remove the liability, the Note Payable account is 
debited in the amount of $20,000 and the expense of the interest is 
recorded as a debit to the Expenditures control account in the 
amount of $16.40. The detail is posted to the Appropriation and 
Expenditure Ledger. Note that this expense was not provided for 
in the budget and will have to be adjusted later. The Cash account 
is credited for the total amount, $20,016.40. See pages 90, 92, and 

94 for the posting of the journal entry to the General Ledger accounts 
and page 105 for the posting to the Appropriation and Expenditure 
Ledger account. 

18. This transaction illustrates the method of encumbering two 
purchase orders at the same time. The Encumbrance account and 
the Reserve for Encumbrances account are debited and credited, 
respectively, for a total of $600. However, in the Appropriation 
and Expenditure Ledger where the amounts are obligated, two 
separate accounts are maintained. See pages 93 and 94 for the 
posting of the journal entry to the General Ledger accounts and 
page 101 for the posting to the Appropriation and Expenditure Ledger 
accounts. 

19. This is an example of a direct expenditure and reflects the 
practice often found in small and intermediate school districts where 
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fluctuating utility costs such as those for telephone service are not 
encumbered but rather are paid for directly when the invoice is 
received. This item should have been accrued. The Expenditures 
control account No. 2050 is debited for the full amount, $97, the 
Cash account is credited to show the payment of the bill, and the 
detail is entered in the Appropriation and Expenditure Ledger. 
See pages 90 and 94 for the posting of the journal entry to the 
General Ledger accounts and page 103 for the posting to the Appro- 
priation and Expenditure Ledger account. 

As a practical matter, a warrant is not prepared every time an 
invoice is received. Normally, invoices will accumulate, and cor- 
responding warrants will be prepared for approval at a specific 
school board meeting. At any point from the time the purchase 
order is issued to the time of payment, the financial records reflect 
the burden — first in an encumbrance and finally in an expenditure 
entry Thus, if considerable time should elapse between receipt of 
an invoice and preparation of the warrant, the records would still 
show the encumbrance. However, when a direct expenditure is 
made for which there has not been an encumbrance, any delay in 
preparation of the warrant would mean that the appropriate record 
would not reflect this claim against its balance. 

Accounts payable are used to preclude the above-mentioned 
possibility. For example, transaction No. 19 should be handled as 
follows; 

Transaction: Invoice is received for June telephone biU, $97.00 



Debit : Expenditures $97. 00 

Credit: Accounts Payable $97. 00 

Appropria t ion and Expenditure Ledger detail: 

Utilities Except Heat $97. 00 



To record receipt of June telephone bill and establish 
accounts payable 
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The entry on page 76 places this transaction “on the books" for the 
jSrst time. Any financial statements made between the time this 
is recorded and the time the bill is paid would therefore refiect 
accurately the financial condition of the school district. 

When the warrant is prepared for pajment, the following entry 
is made : 

Debit: Accounts Payable $97.00 

Credit: Cash__ $97.00 

Paid the June telephone bill 

The entry above removes the liability. Again, the advantage 
of using accounts payable for direct expenditures is in avoiding 
gaps which might distort the financial position as shown by the 
financial records. 

There is an important distinction between accounts payable 
and encumbrances. Encumbrances may represent actual amounts 
based on quotations or contracts, but they may also represent 
estimated amounts for goods and/or services. Accounts payable, 
on the other hand, always represent actual amounts based on 
receipt of the goods and/or services and an invoice whose accuracy 
has been verified. Accounts payable may also be used to consolidate 
payments, that is, instead of processing one small warrant for payment, 
if it is known there will be others from the same vendor following, 
payment may be delayed until the others have been received and 
then one lump-sum payment made. Any statement of unexpended 
balances prepared in the interim, however, will correctly refiect 
all the expenditures which have been made, whether or not the 
warrant has been written. 



20. Here is another example of direct expenditures which are not 
normally encumbered — the payment of miscellaneous traveling ex- 
penses to various members of the staff. The Expenditures control 
account is debited and the Cash account is credited to show the 
reduction in Cash. The detail is posted to the appropriate account 
in the Appropriation and Expenditure Ledger. See pages 90 and 94 
for the posting of the journal entry to the General Ledger accounts 
and page 102 for the posting to the Appropriation and Expenditure 
Ledger account. 

21. At the high school, $18 was spent for office supplies out of the 
Petty Cash fund. The journal entry here shows the recording of the 
expenditure by debiting Expenditures and Instruction — Other Ex- 
penses, account No. 250, and crediting to the Cash account to show 
the reduction in Cash. The key to this transaction is that when a 
check is written it is paid to the custodian of the high school Petty 
Cash Fund so that the custodian of the fund may cash the check and 
put the money back into the Petty Cash Fund. This is a method 
of reimbursing the Petty Cash Fund, and it does not change the 
balance sheet total of Petty Cash. See pages 90 and 94 for the 
posting of the journal entry to the General Ledger accounts, and 
page 102 for the posting to the Appropriation and Expenditure Ledger 
account. 

22. This transaction is included to illustrate that the cost of ttans- 
porting goods from the manufacturer to the school district is normally 
considered a cost of the goods. Therefore, the total of the invoice 
$390.50 is charged to the Expenditure control account as a debit and 
to the Textbooks account as a debit in the Appropriation and 
Expenditure Ledger. A credit is entered in the Cash account for 
the same amount. An additional journal entry is required at this 
point for the same transaction in order to liquidate the encumbrance 
of purchase order No. 103 both from the control accounts of Encum- 
brances and Reserve for Encumbrances as well as to show the 
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liquidation of the encumbrance in the individual Appropriation and 
Expenditure Ledger account. This is done in the same way as it 
has been done in previous transactions by debiting the Reserve for 
Encumbrances account and crediting the Encumbrances account. 
See pages 90 and 94 for the posting of the first journal entry < o the 
General Ledger accounts and page 101 for the posting to the Appro- 
priation and Expenditure Ledger account. See pages 93 and 94 for 
the posting of the second July 22 journal entry to the General Ledger 
accounts and page 101 for the posting to the Appropriation and 
Expenditure Ledger account. 

23. This transaction illustrates the method of exchanging one asset 
for another as previously discussed in chapter II. Here the treasurer 
of the school district buys $50,000 worth of 90-day Treasury bills; 
therefore, the asset Investments is increased by $50,000 by debiting 
the Investments account and the asset Cash is decreased by a like 
amount by crediting the Cash account. See pages 90 and 91 for the 
posting of the journal entry to the General Ledger accounts. 

24. The journal entry for this transaction illustrates the method 
of liquidating the encumbrance for the teacher’s salary upon the 
resignation of Miss Jones. This liquidation must be accomplished 
both in the control accounts Reserve for Encumbrances and En- 
cumbrances as well as the Appropriation and Expenditure Ledger 
account. Teachers’ Salary, No. 213. If this type of transaction 
occurs during the school year, that is, after the payrolls have been 
paid for several months, the amount which would be liquidated 
should be only the balance remaining to be paid to the teacher in 
the contract year. For example, if the teacher resigned at the 
end of January, the school district will have already paid that teacher 
half of her salary, $2,500, and the only outstanding or encumbered 
amount remaining on the books would be an additional $2,500 
and this would be the amount to liquidate. See pages 93 and 94 for 
the posting of the journal entry to the General Ledger accounts 
and page 99 for the posting to the Appropriation and Expenditure 
Ledger account. 
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25. This transaction is included to illustrate the type of emergency 
repair bill that often comes up in the normal operation of a school 
district. It was assumed in this particular transaction that some 
damage such as broken windows was the result of the hailstorm and 
that the school district immediately had a local contractor replace 
the broken windows. The journal entry for this transaction was 
a debit to the Expenditure control account and a credit to the Cash 
account to record the paying out of the cash. The detail is recorded 
in the Appropriation and Expenditure Ledger. See pages 90 and 94 
for the posting of the journal entry to the General Ledger accounts 
and page 104 for the posting to the Appropriation and Expenditure 
Ledger account. 

26. This transaction demonstrates a rather common practice in 
dealing with vendors; that is, a discount is often given if an invoice 
is paid within 10 days. The board of school directors and the 
administration of a school district should be encouraged by the 
person keeping the financial records to take advantage of these 
cash discounts. The actual journal entry is routine in that the 
Expenditure control account is debited to record the increase in 
Expenditure and the Cash account is credited to indicate the payment 
of the invoice. The detail is posted to the Teaching Supplies ac- 
count, No. 240, in the Appropriation and Expenditure Ledger. 
See pages 90 and 94 for the posting of the first journal entry to the 
General Ledger accounts and page 101 for the posting to the Appro- 
priation and Expenditure Ledger account. 

26. A second journal entry is required for transaction No. 26 in 
order to liquidate the encumbrance created by purchase order No. 
104 in transaction No. 18. Here again the control account as well 
as the individual Appropriation and Expenditure Ledger account 
must show the proper transaction. The Reserve for Encumbrances 
account is debited, the Encumbrances account is credited, and the 
obligation is liquidated in the Teaching Supplies account. No. 240, 
in the Appropriation and Expenditure Ledger. See pages 93 and 94 
for the posting of the second July 26 journal entry to the General 
Ledger accounts and page 101 for the posting to the Appropriation 
and Expenditure Ledger account. 
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27. This transaction records the hiring of a new teacher, Miss 
Mary Moore, to take the place of the teacher who resigned. Miss 
Jane Jones. Note that the new contract salary must be encumbered 
in the same manner as a salary is at the beginning of the year; 
therefore, there is a debit to the Encumbrances account of $5,400, 
a credit to the Reserve for Encumbrances account for the same 
amount, and the Teachers’ Salary account No. 213 is encumbered 
in like manner. If this teacher were hired later in the year, the 
amount to be encumbered would be only the amount which the 
teacher was going to be paid for the rest of the contract year. See 
pages 93 and 94 for the posting of the journal entry to the General 
Ledger accounts and page 99 for the posting to the Appropriation 
and Expenditure Ledger account. 

28. This transaction is similar in detail to transaction No. 14 posting 
the payroll totals. The second and third transactions for No. 28 
in which the salary for that period is liquidated by debiting the 
Reserve for Encumbrances account and crediting the Encumbrances 
account and the payment of the Federal income tax withheld to the 
U.S. Treasury, follow the same format as described on the 14th 
payroll. One addition is made to transaction No. 28 so that the 
State Retirement Board will now be paid the deductions withheld 
from employees for the current month plus the school district’s 
retirement contribution. Please note that the Payroll Deductions 
Payable for retirement in the amount of $1,945.70 is the sum of 
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$972.85 withheld on the 14th payroll and the same amount with- 
held on the 28th payroll. Following the same procedure as in 
transaction No. 15 where the Payroll Deductions Payable for the 
preceding year were paid, a compound entry is used. The debit 
entries are to the Payroll Deductions Payable and Employers 
Retirement Contributions accounts, each in the amount of $1,945.70, 
and the credit entry is to the Cash account for the sum of both, 
$3,891.40. See pages 90, 92, and 94 for the posting of the first 
journal entry to the General Ledger accounts and pages 97 to 103 
for the posting to the Appropriation and Expenditure Ledger 
accounts. See pages 93 and 94 for the posting of the second July 28 
journal entry to the General Ledger accounts, and pages 90 and 92 
for the posting of the third July 28 journal entry to the General 
Ledger accounts. See pages 90, 92, and 94 for the posting of the 
fourth July 28 journal entry to the General Ledger accounts, and 
page 105 for the posting to the Appropriation and Expenditure 
Ledger account. 

29. This transaction shows the journal entries for a contract awarded 
to an architec.tural company for the design of a new building. It is 
treated just as any other contract or purchase order by having a 
debit to the Encumbrances account and a credit to the Reserve for 
Encumbrances account, and entering the obligation in the Encum- 
brances column of the Appropriation and Expenditure Ledger 
account. Capital Outlay for Buildings, No. 1220. This procedure is 
often used in the initial stages of developing a new school building. 
At a later time when bonds are sold to finance the construction, the 
General Fund of the school district is reimbursed for expenses such 
as architectural fees. See pages 93 and 94 for the posting of the 
journal entry to the General Ledger accounts and page 106 for the 
posting to the Appropriation and Expenditure Ledger account. 

30. This transaction represents a payment to the school district by 
the insurance company of a portion of the hailstorm damage. Since 
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cash is received and the asset is increased, the Cash account is 
debited. Note, however, that the credit is to the Expenditure 
control account and the appropriate detail account rather than to 
a miscellaneous revenue account. The principle behind this credit 
entry, which is called an Abatement, is that such an expenditure 
was not a normally budgeted item and that, therefore, the money 
received in the insurance adjustment should be made available again 
for maintenance to be spent for the originally budgeted purpose. 
See pages 90 and 94 for the posting of the journal entry to the 
General Ledger accounts and page 104 for the posting to the Appro- 
priation and Expenditure Ledger account. 

31. This transaction shows how to make the journal entry when some 
of the school district’s investments mature. In this case, the school 
district had paid $9,912.50 for some 90-day Treasury bills at 3}^ per- 
cent interest. They received $10,000 in cash, the difference being 
the earned interest. Since the cash is being returned to the school 
district, this is an increase in one asset and a decrease in another. 
The Cash account is debited for the full amount of $10,000, the 
Investments account is credited to show the decrease of $9,912.50 in 
the amount of the investment asset, and the additional amount of 
$87.50 is credited to the Revenue control account and the detail is 
entered in the subsidiary Revenue Ledger. See pages 90, 91, and 93 
for the posting of the journal entry to the General Ledger accounts 
and page 96 for the posting to the Revenue Ledger accounts. 
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To keep the ledger accounts current, the entries in the journal are 
posted promptly. This practice distributes the work more evenly, 
and all of the posting does not have to bg done at one time. On the 
next several pages are all of the accounts of the General Ledger, 
Revenue Ledger, and the Appropriation and Expenditure Ledger! 
The first account in each Ledger is shown on a, full page to show 
that, in reality, ledger sheets are full page; however, to save space, 
several ledger accounts are shown on one page elsewhere in this 
manual. Immediately following the illustrated accounts, the trial 
balance is taken again to assure that for every debit there was a 
credit and that the financial books of the school district are in balance. 
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POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


credit 

AMOUNT 


hirij 


10 


Vaij Wi fioAdwaAe 

rnnipntuj 


17 


48 


3C 


1966 

lufi^ 


30 


in-Ao/iiwice Adf. 
Cong InA Ag 


115 


LM- 


OIL 




Jl 


InAuAance and 

Jiiaame.nrA 


27 


600 


01 


'y 














14 


juiu im 

nnijfmtP 


T/? 


3,232 


Oi 
















17 


on Loai^ 

- W/7/^ R/7M<? 


iin 


16 


4i 
















19 


Jtmfc Talcpnom 


110 


97 


Oi 
















20 


Travel ^xpeiiAe 
Ulaa SmLti 


111 


38 


Oi 
















21 


ReMnbu/ue., if.S. 

Pffttij CoAh. 


111 


18 


01 
















22 


Pay, Scjkool 

Rnfik Cn- 


111 


390 


5i 
















25 


E\lt}eA,K^pcUA6 to 
i^on.Elejfn. Sen. 


J/3 


156 


Oi 
















26 


Pay Sanool 

^nppPtJ Cn. 


m 


176 


4i 
















28 


my iotJi 

ytnuFnPP 


114 


3,232 


Oi 
















28 


Eex^emeti^ 

ttmn 


Jli 


L945 


7i 






















/jr, fso 


SO 







































GENERAL LEDGER 



Page , 



Account Fnriinth/innroA Account ^ 2060 



DATE 


explanation 


POST 

REF. 


DEBIT 

amount 


DATE 


explanation 


POST 

REF. 


CREDIT 

AMOUNT 


im 

Ml 


1 


poAAonneZ 


34 


303,900 




m 


6 


Uq. P.O. noi 




£_ 


01 




2 




14 


__ 5 


oo 




10 


Uq, P,q, HIQ? 


17 


5iL 


OA 




7 


w-«?r- 


J6 


50 


00 




14 


LLq. July 14 
payfioll 


J2_ 


5^222 


(Ui 




9 


HUMJC laan. H.OU 
& VaZ& cent 


JO 


4,150 


00 




22 


U,q. P.O. OIOS 


Jll 


4M. 


01 




18 


T^iUbkA 6 Supti, 
\p7df 103 $ 1041 


110 


600 


30 




24 


Llq. Sal enc. 
(AI^aa JnnoA) 


112 


5,000 


OIL 




27 


T&acheA Salajuj 

[KUax i^on)to \ 


11 J 


3,400 


(W 




26 


Un. P.O. 


113 


IM- 


OA 




29 




J15 


8.000 


00 




2$ 


July 2S 
payfLoh 


J15 


5.232 


01 






S07% fi^*oo 




SL^fOS 


00 












oo 



























94 



I 



i 



I 



I 

I 



I 

\ 

f 

■ i 



REVENUE LEDGER 



Accounf - 

Account” Descripfion 



Revenue Local Souacca 
T axation and AppAop/UatloiiA . Re.cc^v^d 



Page. 



DATE 


REF. 


ESTIMATED 

REVENUE 


ACTUAL 

REVENUE 


TOTAL REVENUE 
TO DATE 


BALANCE 


1^66 
July 1 


J2 


353,270 


00 










353,270 


00 


16 


J10 






64.010 


00 


84.010 


00 


269 J60 


00 



































































































































































































































































































































































































































































































































































































































































95 




REVENUE LEDGER 



I 

i’ 






Account ^ y ^ 



Account ^ 30 



REVENUE LEDGER 



Account ^ 



REVENUE LEDGER 



Account Description ReueJiue Vzdvuxt SouJic.^ 



Account ^ Ml. 



REVENUE LEDGER 



Account Description Ifiom OtkoA S^chool VAA tJtJ.ojtA ^ Statz 



Page. 



DATE 

tnrr 


REF. 


ESTIMATED 

REVENUE 


ACTUAL 

REVENUE 


TOTAL REVENUE 
TO DATE 


BALANCE 


\700 

My—U 


J2. 


300 












300 


00 


4 


J5 


2,500 


00 










2,800 


00 


31 


J16 






87 


50 


87 


50 


2.712 


50 


Account ^ 20 






Rl 


EVENUELEE 


)GE 


■R 




1 

Mm I 




Account Description , 


. ReucKue X/tow \v\tvmzdlatz Souacz^ 


DATE 

IUZ.Z ~ 


REF. 


ESTIMATED 

REVENUE 


ACTUAL 

REVENUE 


TOTAL REVENUE 
TO DATE 


BALANCE 


/700 

July J 


-J2 


220 loo 










22^ WO 






1 













Page J_ 



DATE 


REF. 


ESTIMATED 

REVENUE 


ACTUAL 

REVENUE 


TOTAL REVENUE 
TO DATE 


BALANCE 


/V60 

liily 1 


12 


1^,380 


OQ 










2^^ 


nn 


13 


J8 






25,338 


00 


25*33« 


00 


228.042 


00 























Page_L 



DATE 


REF. 


ESTIMATED 

REVENUE 


ACTUAL 

REVENUE 


TOTAL REVENUE 
TO DATE 


BALANCE 


/V66 

July 1 


J2 


2^000 


nsL. 










2 nnn 


00 
























Page JL 



DATE 

... - , 


REF. 


ESTIMATED 

REVENUE 


ACTUAL 

REVENUE 


TOTAL REVENUE 
TO DATE 


BALANCE 


1700 

luly 1 


-12 


4350 


OiL 










1 ztin 


/I /I 


5 


J5 






675 


00 


675 


00 


ly.iil/ 

675 


/)/) 


















CLL2- 





I 



96 



o 

ERIC 

L. 



APPROPRIATION AND EXPENDITURE LEDGER 



Account" ^ 110 Page J 

Account" PescrlpHon Administration - SaZaAloA 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDS 

TURES 


TOTAL 
ENCUM- 
BRANCES AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1%6 
mu / 


J3 


16.600 


00 


























16,600 


00 


j 


J4 


16^600 


00 


1J,600 


06 






16,600 


00 










16,600 


OC 


0 


00 


M 


-Ji 


16,600 


00 










16,600 


00 


715 


OL 


715 


W 


19,315 


0( 


1715 


91} 


14 


39 


16.600 


00 






715 


00 


17.665 


00 






715 


)0 


16.600 


OC 


0 


00 


2S. 


JJ4 


n,boo 


00 










17„665 


00 


715 


Oi 


1,430 


10 


19,315 


.OC 


1715 


OH 


2& 


315 


16.600 


00 






715 


00 


17.170 


00 






1.430 


10 


16.600 


OC 


0 


00 






















































































































































































































































































































































































• 





















































































































































































































































































































































































































































































































































































97 




ygmn 



KiMMilMlilll 



APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ 120 Page L 

Account Description AdriM,i^ut^ation « ContA.a(ite. d 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCES.AND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

JuJLyl 


J3 


250 


w 


























250 


10 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ 150 Page L 

Account Description Adma^c6tA,ation * OtkeA Exp eioAe 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCES;AND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Jutyl 


J3 


300 


00 


























300 


09 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ 21 1 Page L 

Account Description ln6tA.uction - ?nlncU}oaZ& S aZanie^ 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCES.AND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Jutyl 


J3 


30.000 


00 


























30.00C 


00 


1 


J4 


30.000 


00 


30.000 


00 






30.000 


00 










30.000 


00 


C 


00 


14 


■ JS 


30^000 


09 










30,000 


00 


1,153 


00 


1,153 


00 


31,153 


00 


/T,151 


OTJ 


u 


. J9 


30,000 








1,153 


IQ 


2&,&47 


90 






1,153 


00 


30,000 


99 


c 


99 


2S 


JN 


30.000 


00 










2S.U7 


00 


1,153 


00 


2.306 


00 


31.153 


00 


/J.15: 


on 


2S 


J15 


30.000 


00 






LI 53 


10 


27,694 


QO 






2,306 


00 


30,000 


99 


( 


99 
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APPROPRIATION AND EXPENDITURE LEDGER 



Page, L 



Account" ^ ili 



I : 

* ■: 



ERIC 




APPROPRIATION AND EXPENDITURE LEDGER 

Account- nocrpipfirm 1 i/iAtAadtlon - TeachcA^ 



Account ^ ^ ^ 3 



Page L 




99 



yJL 



APPROPRIATION AND EXPENDITURE LEDGER 



Account ^ 



Page L 



Account" HffitrripMnn jMt/iuct^p H ^ lXb^(lHA,an 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 


1 tKICAX- 


OBLIGATE 


LIQUIDATE 


C|NV-UtV»- 

BRANCES.AI 

EXPEND!* 

TURES 


^ID 


CUMBERE 

BALANC 


:d 

E 


1966 

3ulyl 


33 


8,000 


00 


























S,000 


00 


1 


34 


8,000 


9Q 


8,000 


Q9 






8,000 


fO 










8,000 


00 


e_ 


il 


14 


~ 

38 


8,000 


po 










8,000 


10 


307 


00 


307 


OC 


8,307 


00 


/JO 7 


07' 


14 


79 


8 QOQ 


PO 






307 


OC 


7,693 


10 






307 


HU 


S,00Q^ 


M 


(L. 


01 


28 


7 — ( 

314 


8,000 


00 










7,693 


JO 


307 


po 


614 


M 


8,307 


M 


/JOl^ 




Z&. 


J?S_ 


8,000 


Hi 






307 


M 




11 


— 




614 


M 


s ,000 


00 


(L 


01 



Account" ^ 215 



APPROPRIATION AND EXPENDITURE LEDGER 



Page L 



Account r)p«:rripMnn ln6tAUCtA.0yi " 



DATE 



1966 

Julyl 



REF. 



Jl. 



34 



14 JS 



14 



28 






39 



314 






APPROPRIA- 
TIONS 



8,0 00 



00 



8,000 



8.000 



8,000 

8,000 



.000 



00 



00 



ENCUMBRANCES 



OBLIGATE 



8,000 



00 



00 



QJL 



00 



LIQUIDATE 



TOTAL 

ENCUM- 

BRANCES 



307 



JOL 



II 



10 



8,000 



00 



8^000 



7.693 



7.693 



7,586 



00 



oo 



00 



00 



EXPENDI- 

TURES 



307 



307 



00 



00 



TOTAL 

EXPENDI- 

TURES 



TOTAL 

ENCUM- 

BRANCES.AND 

EXPENDI- 

TURES 



307 



307 



614 



614 



OC 



OC 



8.000 



8.307 



8,000 



Oi 



8.307 



Ot 8,000 



00 



UNEM- 

CUMBERED 

BALANCE 



8,000 



00 



00 



00 



00 



no7 



IJ07 



527 

00 



w 

00 



Account ^ 2 16_ 



^PROPRIATION AND EXPENDITURE LEDGER 



Page L 



Account r)p«;rripfinn Jn6tfiu<^t A.on - TiucheA 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 


MMPM. 


OBLIGATE 


LIQUIDATE 


brances,ai 

EXPENDI- 

TURES 


nJD 


CUMBERE 

BALANC 


D 

E 


1966 

Jwtyl 


33 


7.500 


10 


























7,510 


11 


1 


34 


7fSO0 


IP 


7p500 


JO 






7,500 












7,500_ 


on. 


0- 


W- 


14 


7R 


7,500 


10 










7,50H 


M 




00. 


—188. 


00 


7,7ii 


00 


/n& 




14 


39 


7.500 


10 






288 


00 


7,212 


0( 






188 


SI 


7,5M. 


01 


0 


£ 


28 


314 


7 500 


10 










7, lit 


Oi 


' 18t_ 


OO 


£26- 


00 


7,788^ 


oo 


/n&.. 


m, 


IL 


719 


7,5QJL. 


IIL 






288 


M 


6,974. 


Jh 


1 




526. 


00 


7,500^ 


QO 


(L. 


Ul 



APPROPRIATION AND EXPENDITURE LEDGER 



Accounf ^ 220 Page I 

Accounf DescrlpMon lyi6tKuctlon " Te.x^book^ 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESiAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 
,'ulu 1 


J3 


2.000 


00 










1 














2.000 


00 


lA 


Jfo 


2,000 


00 


420 


00 






420 loo 










420 


00 


1.5S0 


00 


22 


J11 


2,000 


00 










420 to 


390 


50 


390 


5C 


S10 


50 


I.1S9 


50 


22 




2,000 


00 






420 


10 


0 ]po 






390 


5C 


390 


50 


1.609 


50 


















1 



















APPROPRIATION AND EXPENDITURE LEDGER 

Accounf ^ 13_0 Page 1 

Accounf Description _Jn6t^U(itcon - Ub/iaA{/ 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESjAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 
liiJLy 1 


J3 


100 


Oi 


























100 


Oi 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ 240 Page L 

Account Description Instruction TiiacfUna Suv ptce^ 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESlAND 

EXPENDI- 

TURES 


UNEM- 

CUM6ERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 
:ulu 1 


J3 


1.700 


00 


























1.100 


00 


n 


J10 


1.100 


00 


ISO 


00 






ISO 


oo 










ISO 


00 


1.520 


00 


26 


J13 


1.100 


00 










ISO 


oo 


176 


40 


176 


40 


356 


40 


1,343 


60 


26 


J13 


1.700 


00 






160 




' 0 


00 






176 


40 


176 


40 


1.523 


60 



101 



i 

I 




APPROPRIATION AND EXPENDITURE LEDGER 



Page , I 



Account 25a 



Account Description InAVtactLon -_0tkeA 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


1 

EXPENDI- 

TURES 


1 

* total 
Expendi- 
tures 


TOTAL 
ENCUM- 
BRANCES AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 


J3 


SQQ 


PP 


























SM 


M 


20 


JJi 


500 


PP 














3£_ 


10 


3& 


00 


U- 




461 


M 


2) 


JM 


500 


PP 
















10 




OQ, 


5^ 


IOl 


444 


Jli 






A 


,P 


»R0PR 


lA 


TION i 




DEXP 


E 


^DITl 


R 


E LEDi 


ii 


;R 









Account ^ ^10 ^ 



Account Description - NtiflAe. '6 SdLlAy 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

JwLyl 


J3 


3.600 


00 


























3,600 


00 


1 


J4 


3.600 


00 


3,600 


00 






3.600 












3,600 


00 


0 


00 


14 


J6 


3.600 


00 










3. too 


10 


146 


00 


146 


oc 


3.946 


00 


£T46 


07' 


14 


J9 


3.600 


00 






146 


w 


3.654 


10 






146 


oc 


3.600 


00 


0 


00 


26 


J14 


3. too 


00 










3.654 


10 


146 


00 


292 


oc 


3,946 


00 




07' 


26 


J15 


3^600 


PP 






146 


W 


3,50i 








292 


oc 


3,600 


00 


0 


00 






f 


ip 


’ROPR 


lA 


TION i 




DEXP 


E 


NDITl 


R 


E LEDi 


ll 


:R 









Account ^ ^MO Page — L 



Account Desrriptinn HCdtths OthdA ExpfcItAfe 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Jaiyi 


33 


200 10 




















200 10 






AP 


>ROPRIA 


TION/ 




DEXP 


E 


^DITUR 


1 LED! 


3E 


R 





Account ^ S20 Page — L 



Account Description TfuunApa ftt^tJni/i Cai/iJJin^iLt. 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Jultfl 


33 


4^150 


00 


























4JJJL 


QM. 


9 


36 


4.150 


00 


4.150 


00 






4.150 


00 










4.150 


00 


0 


00 







































102 



f 



o 

me 



Account ^ 610 



At>PROPRIATION AND EXPENDITURE LEDGER 



Page L 



Account Description OpQ./L<U^on oA P lant - SaZaJUti 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESjAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


] 9 b 6 

JuJLyl 


J3 


20,000 


90 


























70^000 


on. 


1 


J 4 


20,000 


00 


20,000 


00 






20^000 


OO 










70^000 


00 


(L 


on 


14 


j« 


20,000 


00 










20.000 


)0 


769 


00 


769 


OC 


2o\t69 


00 


/ J 69 


01 ' 


14 


J9 


20.000 


OO 






769 


)0 


\ 19.231 


w 






769 


OC 


20,000 




2_ 




2 B 


JM 


20.000 


00 










19.231 


)0 


769 


00 


1 . 53 & 


OC 


20.769 


00 


jj 69 


07 


n 


J/5 


20,000 


90 






769 1 


}Q 


IB , 462 








l^^BM 


QO 


20,000 


00 


(U 


01 






A 


p\ 


PROPR 


lA 


TION/ 




DEXP 


ENDITU 


R 


E LED( 


3E 


■R 









Account ^ 630. 



Page L 



Account Description OpVtation_oJ, Plant - lie.at 



DATE 






REF, 



J3 



TIONS 



6,000 



ENCUMBRANCES 


OBLIGATE 


LIQUIDATE 







TOTAL 

ENCUM- 

BRANCES 



EXPENDI- 

TURES 



TOTAL 

EXPENDI- 

TURES 



TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 



UNEM- 

CUMBERED 

BALANCE 



6,000 



00 



Account ^ , 6i0 



APPROPRIATION AND EXPENDITURE LEDGER 



Page L 



Account Description OpQAation oj Playit. ^ 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Juliil 


J3 


2,100 


?o 


























2,100 


10 


11 


J10 


AJQQ . 


m. 














97 


01 


91. 


M 


ar 


00, 


2,001.. 


71 



Account ^ 6S0 



APPROPRIATION AND EXPENDITURE LEDGER 



Page. 



Account PescripFion 0}QQjL(ltA.On 0^ PZCLKt - SU!PiJ^ (L6 

r — 



DATE 



1966 



REF. 



J3 



APPROPRIA- 

TIONS 



690 



^0 



ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI 

TURES 


OBLIGATE 


LIQUIDATE 

















TOTAL 

EXPENDI- 

TURES 



TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 



UNEM- 

CUMBERED 

BALANCE 



690 OO 



103 



APPROPRIATION AND EXPENDITURE LEDGER 

Accounf ^ ^660 Page [ 

Account- DescripHon __OpeAa^on Plant • OtkoA Expense 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Jui^l 


J3 


100 


00 


























100 


00 


2 




100 


00 


5 


00 






5 


00 










5 


00 


95 


00 


6 


J5 


100 


00 






5 


W 


0 


00 










0 


00 


100 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Accounf ^ J!M PQgg 

Account- Pescript-ion McUntmancz Viojnt ■ Cont JioLctQ.d SqavIcq^ 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESjAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Jull/1 


J3 


3.700 


00 


























3,700 


00 


1 


J6 


iJOO 


00 


50 


00 






50 


00 










50 


OC 


3,650 


00 


10 


_iZ_ 


3.700 


00 










50 


00 


4t 


50 


45 


\0 


98 


50 


3.601 


50 


10 


J7 


3.100 


00 






50 




0 


00 






4& 


\o 


48 


50 


3,651 


50 


25 


J13 


3.700 


00 














156 


OO 


204 


\0 


' 204 


50 


3,495 


50 


30 


J15 


3.100 


00 














fT06 


ol 


'/ 9« 


i(7 


98 


50 


3,601 


50 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account 0 730 Page l 



Account Description _hia^ntenancz oX Plant • R&o lac.mffnt EqwLprmnt 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESlAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Jultfl 


J3 


1.400 00 


























1.400 00 


























n 







APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ SIO Page L 

Account Description Jl)ce.d CkoAge^ - ReJUAmmt and FICA 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

JiUtfl 


- J3._ 


45,600 


(10 


























45,600 


00 


26 


J15 


45,600 


00 














1,945 


7Q 


1,945 


71 


1,945 


70 


43,654 


30 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ Page L 

Account Descrlpfrinn - InioAonc^ P/imium 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

JiUtjl 


J3 


2.700 


00 


























2.700 


00 


11 


- J7 _ 


2,700 


00 














600 


00 


600 


0( 


600 


00 


2.100 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ S40 Page L 

Account Descripfinn F^xecf Cko/iae^ " InteJie^t o n Cu/uiznt Loan 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBL|G^TE 


LIQUIDATE 


1966 

JlUyn 


JIO 


















16 


40 


16 


10 


16 40 


J6 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ 1110 Page L 

Account Description CommUtf/ SeAoicz6 - RecA eotcow 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

brances[and 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

JiUifl 


;3 


500 00 


























500 


00 






II 































245-882 0—67 



■8 



106 



t 



I 



APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ ,1130 Page L 



Account Description Connxutcttf - Vubtic . UbfiaKy 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


)966 

Jaiul 


J 3 


500 


)0 
























500 


)0 






















H 















APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ ^220 __ Page L 

Account Description CfipLtnl OtMny - BiuJdu/igA 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESjAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

mul 


J 3 


zum 


m 


























^. 2 f 000 


10 


ii. 


J >5 


22 r 000 


w. 


SrOOO 


iJL 






MOO 


w 










8,000 


90 


14,000 


10 







































I 



APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ mm Poge L 

Account Description Capital Outlay - EqtLLpme.ifit 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 
.'ulu 1 


J 3 


4,000 


00 


























4,000 


QQ 







































106 



1 1 



i 1 



er|c 



JL 



1 

[ 



I APPROPRIATION AND EXPENDITURE LEDGER 

( Account ^ Page L 



Account Description Ve,bt PHlnclpaJi 



DATE 


REF. 


appropria- 

tions 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESjAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1 966 


J3A 


32.000 00 




















32.000 































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ 1320 PageJ. 

Account Description IntyioAt 



DATE 


REF. 


appropria- 

tions 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESjAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Jaitfl 


J3A 


2,500 


00 


























2. BOO 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ Page ^ 

Account Description Outgoing TtJUjtL an 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

EhtCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESlAND 

expendi- 

tures 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

M.y1 


J3A 


440 


00 


























440 


00 







































i 

1 



i 

i 
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Trial balance 

Since the Revenue and Expenditures accounts are General Ledger 
summary accounts, it is good practice to compare the total of each 
with its respe(?tive subsidiary ledger before completing the trial 
balance. In the subsidiary Appropriation and Expenditure Ledger 
the entry in the Total Expenditures column of each account should 
be listed, and the sum of all such entries should equal the balance in 
the General Ledger account. Expenditures. This is accomplished 
by preparing a Schedule of Expenditures as shown on page 109. 

Please note that accounts without entries are listed; this is done to 
preclude omitting an account with an entry. The total, $13,844.50, 
should and does agree with the balance in the Expenditures summary 
account, page 94. This procedure should be followed for all 
General Ledger summary accounts. 

At this point, it might be well to review the purposes of the trial 
balance, why and how it is prepared, and what actions might be 
taken in case the debits and credits do not balance. The trial bal- 
ance is prepared from the General Ledger. All active accounts in 
the General Ledger have either a credit balance or a debit balance. 
To prepare a trial balance, list all active accounts in the General 
Ledger with their respective balances. Place the debit balances in 
one vertical column and the credit balances in an adjoining column. 
After the listing is completed, add the two columns. If all postings 
have been accurately made, and no errors have been made in com- 
puting the balances, the total of the debit and credit columns will 
be equal. 
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HYPOTHETICAL SCHOOL DISTRICT 
SCHEDULE OF EXPENDITURES 



July 31, 1966 

Acct, 

No. Account Title 

110 Administration, Salaries — $1,430.00 

120 Administration, Cont. Svcs 

130 Administration, Other Expenses 

TOTAL ADMINISTRATION $1, 430. 00 

211 Instruction, Principals’ Salaries 2,306.00 

212 Instruction, Supervisors’ Salaries 1, 538. 00 

213 Instruction, Teachers’ Salaries- 1,556.00 

214 Instruction, Librarian Salaries 614. 00 

215 Instruction, Clerks’ Salaries. 614.00 

216 Instruction, Teacher Assistants 576. 00 

220 Instruction, Textbooks 390. 50 

230 Instruction, Library Supplies 

240 Instruction, Teaching Supplies 176. 40 

250 Instruction, Other Expenses 56.00 



TOTAL INSTRUCTION 7,826.90 

410 Health, Nurse’s Salary 292.00 

420 Health, Other Expenses 

TOTAL HEALTH 2t jO 

520 Transportation Contract 

610 Operation of Plant — Salaries 1, 538. 00 

630 Operation of Plant — Heat 

640 Operation of Plant — Utilities 97. 00 

650 Operation of Plant — Supplies 

660 Operation of Plant — Other Expenses 

TOTAL OPERATION OF PLANT. 1,635.00 

720 Maint. of Plant — Cont. Svcs 98. 50 

730 Maint. of Plant — Repl. of Equip 

TOTAL MAINTENANCE OF PLANT 98. 50 

810 Fixed Charges — Ret. & F.I.C.A 1, 945. 70 

820 Fixed Charges — Insurance Premiums 600. 00 

840 Fixed Charges — Int. on Curr. Loan 16. 40 



TOTAL FIXED CHARGES 2,562.10 



1110 Community Services — Recreation. 
1130 Community Services — Public Libr. 

1220 Capital Outlay — Buildings. 

1230 Capital Outlay — Equipment 

1310 Debt Service — Principal 

1320 Debt Service — Interest 

1410 Outgoing Transfers — Tuition 



TOTAL EXPENDITURES $13, 844. 50 $13, 844. 50 
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Checking the trial balance 

If the triiil balance is not in balance the first time, calculations 
and postings should be checked back in a logical order. The follow- 
ing order is suggested : 

(1) Check all listings in the trial balance to see if the amounts 
appearing in the General Ledger have been correctly transcribed 
to the trial balance, and are correctly entered in the debit or 
credit column as the case may be. 

(2) Check calculations of the balances in the General Ledger 
itself. A credit entry may have been incorrectly added instead 
of subtracted from some asset or expense account, or some 
debit entry may have been incorrectly added to some revenue 
or liability account. It may also be just a plain error in adding 
or subtracting. If the difference or error is divisible by nine, 
watch for a transposition of figures. 

(3) Check the postings from the General Journal to the General 
Ledger. A debit may have been posted as a credit or some 
credit may have been posted as a debit, or the figures may 
have been posted incorrectly. 

(4) If necessary, when the error has not yet been found, re- 
check the journalizing of the entries into the General Journal 
of the various transactions; a debit may have been journalized 
as a credit or some credit may have been journalized as a debit. 
Remember that every individual journal entry should be in 
balance. 

The illustration shows the trial balance taken from the ledger 
accounts posted in this chapter. It is complete and in balance and 
will be used in the succeeding chapter in developing the various 
monthly reports and interim balance sheets customarily prepared. 
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HVPOTHETICAL SCHOOL VlsmCT 
GmeMZ Fund 
TuiaJL Baianci 
Juiy 31, 1966 





Account Title 


Accl» 


Vebit 


C/tedU 




CaAk 


1501 


S2,325 


30 








Pcttii CoAh 


1510 


425 


00 








VKapaid Ex)ocn6c 


1530 


4,200 


00 








AccountA Receivable 


1540 


3,652 


15 








InveAtmentA 


1550 


64,934 


70 








SaloAieA Payable 


1605 






28,450 


00 




Payfioll VeductionA Payable 


1620 






2,772 


50 




fund Balance 


2010 






1,138 


65 




ReAojive ^ofi Encumb/tanceA 


2011 






507.916 


00 




EAtimated Revenue 


2020 


613,020 


00 








Revenue 


2030 






110,110 


50 




A^ytiKotihiationA 


2040 






639,930 


00 




ExoejndJUtuKeA 


2050 


13,644 


50 








Encynjb/tanceA 


2060 


507,966 


00 












1,290,387 


65 


1,290,387 


65 




































































- 




























































































































































































. 













I 



111 



i 

! i 

I 



ERIC 



■iiiHi 



112 



Illustration 2 



The first illustration below shows what should occur 
when a $50 cash purchase is made. Note that the $50 is 
first recorded in the journal and then posted to the Expend- 
iture control account; subsequently the detail is posted 
to the account (in tMs case No. 240) in the subsidiary 
ledger. For this illustration (and also for illustrations 3, 
4, and 5, which follow) we have assumed that $300 was 
budgeted for Account No. 240, Instruction Teaching 
Supplies, and that the appropriation was entered in the 
account from the General Journal, page 1, on July 1. 



Account tx\)zndlXiJJieJ>_ 



GENERAL LEDGER 

Account 



DATE 

1966 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


explanation 


POST 

REF. 


CREDIT 

Amount 


Jul^ 1 


SUWtiU DUA. 


32 








1 



Account Cai/i 



\ Account ^ 



\ Account 



GENERAL JOURNAL 



DATE 



ACCOUNT TITLE AND EXPUNATION 



POST 

REF. 



1966 




Account . 



Account 



Jutij J Bxp&ndituAU 



Ccuh 



205^ 

)50t 



To tiecQtid puAcha6c oi( 



VoXcUX Po4tinQt 
Acctt Uo* 



Aeeniinf H ^(^7^ 



APPROPRIATION AND EXPENDITURE LEDGER 



ccount Owgrriptlnn TiiAtJiiirJ-lon - TpjjgJiZiig Rupplle^ 



50 00 



JtUul 



APPROPRIA- 

TIONS 



300 . 00 



E:gCUMBRANCES 



OBLIGATE liquidate 



TOTAL 

ENCUM- 

BRANCES 



Page . 





rXPLAfMTIOf4 


POST 

REF, 


DEBIT 

Amount 


date 


explanation 


POST 

REF. 


CREDIT 

AMOUNT 


~T 






1 1 


\ 1 

■ l-l- 






1 



Poge , 



date 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


It 


explanation 


POST 

REF. 


CREDIT 

AMOUNT 








- 1 1 


Ll 






L 



Page , 1- 






50 \ 00 \ 



300 

250 00 



f; 

•t 



, I 
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Illustration S 



This illustration shows what should occur when, instead 
of making a cash purchase, a purchase order is issued for 
$50 worth of supplies. Again, note that the transaction 
results in posting to both the control account and the 
appropriate subsidiary Appropriation and Expenditure 
Ledger account. 

In this example, there is a $50 obligation because of the 
issuance of a purchase order. No cash has been paid out; 
however, the school district has, in effect, earmarked $50 
to be spent for Teaching Supplies. 



Account Bncmb/umceJi 



GENERAL LEDGER 

Account 



DATE 

1966 


EXPLANATION 


POST 

REF. 


DEII 

AMOU 




EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 




SuppHU PUA,, 


J2 




1 






_1L 



09 




o 
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Illustration 4 



As soon as the invoice is received and the bill is paid, 
an expenditure of $50 is recorded. Note in the third line 
of the Appropriation and Expenditure Ledger account 
that the $50 expenditure, when added to the $50 encum- 





Illustration 5 



Now suppose that the bill was $48,50, It often happens 
that the actual amount paid out is different from what 
was encumbered or obligated. The exact amount of the 
expenditure, $48,50, is entered in the Expenditure column, 
and the unencumbered balance changed accordingly. Again, 
remember that there is more money available than the 
records reflect because of an existing encumbrance not 
yet liquidated. The very next entry is the liquidation of 
the $50 encumbrance which no longer exists. The final 
result is that we have $1,50 more in the Unencumbered 
Balance column due to having paid out that much less 
than originally expected. These entries are the detail 
postings and are made after the General Ledger entries. 



GENERAUOURNAL 









DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT ^ 
AhAOUNf^ 


^ CREDIT 
AMOWitr 


1966 














luty 1 


^xpzndltiuiti 


(2050T 


Ifl 


50 








CiUh 


1501 






46 


50 




To KzcoKd CKpzndUuAC ^oti iuppU^is 














puticho6c otideA no. 


























7 


Re4e/tve ^oti Bncumbtiancc6 


2011 












Bncumbtiancc4 


C2060> 






[51 


70 [ 




To tiquidati amoimt McmbeA^d on 














pofichoAz oKdeJi no, , 




























ViUail PoAtiugi: 














Acctj^ Wo. 














(Z40) \4t,i0\ \50.00\ 






















— 





Account 6K0&ndUuA&6 



GENERAL LEDGER 

Account 



“Account 



Account ^ ^MJL 



Account gMCumbAmtcei 



Pope . 



DATE 

1966 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT^.^ 


^ATE 


explanation 


POST 

REF. 


CREDIT 

AMOUNT 


JuXi 7 


Pau, , P,0,^ 


J3 


^>^44 bo 


1 






1 L 


t 

Arrftiinf CcUth . 1 


Accoun 


t 1 ISPI 


Page — 




1 






DATE 




POST 

REF. 


DEBIT 1 
amount ^ 


1 DATE 

1966 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNI 








nl 


tiUilh 


Pau.. P.0,* 


J3 





DATE 

1966 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


i DATC 

l\IP66 


explanation 


POST 

REF. 


CREDIT 

AMOUf>IT 




UotUd,, P.O. _ 


Lil- 


$0 




SunMu puA* 




50 loo 



Pope J 



DATE 

1966 


EXPLANATION 


PO^ 


amount 


— 

I^ATE 

1\66 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 




puA. 


_i2_ 


50 loo 








Iwlfli) 



\ 

ro^cription - Teac/l^fl \ 



^^Pago. 






nif. 



300 



ENCUMBRANCES 



OBLIGATE 



LIOUIDaTE 



i 

\ 

EX«ND1- 



^^TAL 

^^EXfENOI- 

lURES 



TOTAL 
encum- 
brances AND 
EXPENOI' 
TURES 



UNEM- 

CUM8ERED 

BALANCE 



00 



4i iO 



46 



201 

251 



50 



i 



SUMMARY 

(1) A Schedule of Expenditures is a listing of balances of all Ex- 
penditure accounts to verify the accuracy of the balance of the 
General Ledger expenditure sumrnary account. Such a schedule 
should be prepared to verify the accuracy of the balances of all 
General Ledger summary accounts. 

(2) Accounts Payable, unlike encumbrances, always represent 
actual amounts based on receipt of the goods and/or services and 
an invoice whose accuracy has been verified. 

(3) Liquidation (or removal) of an encumbrance must take ploce 
after an expenditure has been recorded for which there was an 
encumbrance. This is necessary to remove the encumbrance which 
no longer exists. 

(4) An Abatement is the reduction of a previously recorded expenditure 
or receipt item by such things as refunds, rebates, and collections 
for loss or damage to school property. 

(5) A Compound Journal Entry is a balanced entry which contains 
two or more debits or two or more credits. 




116 



o 

ERIC 

hiaifiiiifftifiniiaaij 



CHAPTER VI 



The Balance Sheet, Monthly, and Annual Reports 



The trial balance developed in the last chapter is essential, but it 
does not present the information in the best form for use by adminis- 
trative personnel. Reports are therefore developed from the trial 
balance but are not in the same form. 

The balance sheet 

A “Balance Sheet” is a statement as of a specific date which shows 
assets and other resources, liabiUties and other obligations, and fund 
balance of a fund or governmental unit properly classified to exhibit 
the financial position of the fund or unit. Remember that the 
balance sheet shows the condition at a given point in time; balance 
sheets made on successive days would probably differ because assets, 
liabilities, and fund balance are continually changing. 

The purpose of a balance sheet is discussed in Fundamentals of 
Governmental Accounting,'^ in the following language: 

The purpose of a balance sheet in governmental affairs is to 
present in one exhibit all the resources and obligations, assets 
and liabilities of the government. It is not to determine the 
net worth or financial ability of the government but to exhibit 
the source, distribution, and realization of resources and the 
extent to which these resources have been assigned, mortgaged, 
or extended. Its purpose is essentially administrative, but 
when presented to the public it sets forth the financial position 
of the governmental body involved as of its date. When so 
used, its content and arrangement are of great importance and 
must be such that there will be no misunderstanding as to the 
relation among and the restrictions on, the various items. The 
statement may be, and sometimes is, called a ‘Statement of 
Financial Position’ (or ‘Condition’). 



Quoted with permission of the publisher from Fundamentals of Governmental 
Accounting 2d Ed., Morey & Hackett, New York, John Wiley & Sons, Inc.. 
1951, p. 298. 



117 



■‘The governmental Balance Sheet, first of all, must be ana- 
lyzed or segregated by funds. The balance sheets of funds must 
include both accounts of actual assets and of resources expected 
to become expendable assets. They must include not only 
audited liabilities but also contracts or other encumbrances 
which are expected to become liabilities payable out of resources 
of the fund as stated, also the commitments of the resources of 
the funds in the form of appropriations and reserves. 

“On any given date during a fiscal period, the Balance Sheet 
to be correct must contain ail accounts necessary to exhibit 
correctly the condition of each fund as at that time and to indi- 
cate the amount of surplus {fund balance) ^ of each fund available 
for' appropriation, which is the only figure of surplus {fund 
balance) that is significant. At the close of a fiscal period, 
accounts that are fiscal in nature are closed, and the Balance 
Sheet therefore consists mainly of real assets and liabilities." 
The items entering into the balance sheets for the different funds 
will necessarily vary somewhat, but in general they should be 
arranged in the following order: 

ASSETS 

CURRENT ASSETS: 

Cash 

Receivables 

Property Taxes Receivable 
Stores 

Amounts Due from Other Funds or Governmental Units 
Investments 

Deferred and Prepaid Expenses 

Budgetary Accounts Normally Having Debit Balance, e.g.. 
Estimated Revenues (only on Interim Balance Sheets) 

INABILITIES, RESERVES AND EQUITY 
CURRENT LIABILITIES: 

Accounts Payable 
Temporary Loans Payable 
Due Other Funds or Governmental Units 
Budgetary Accounts Normally Having Credit Balances, e.g.. 
Appropriations (only on Interim Balance Sheets) 

LONG-TERM LIABILITIES: 

Long-Term Notes Payable 
Deferred Income or Other Deferred Credits 



* The term, ''fund balance,” is inserted by the authors of this handbook. 



RESERVES AND EQUITY: 

!^eserve for Encumbrances 

Reserves for Special Purposes 

Fund Balance (Trust and^ Agency Funds) 

Fund Balance (Available for Appropriation) 

It will be noted that fixed assets (land, buildings, machinery, 
furniture, and other equipment) do not appear in the form of balance 
sheet suggested above. This is because fixed assets are not assets of 
the General Purpose School Fund, the State Capital Outlay Fund, 
the Bond Fund, or any other operating fund. They are, however, 
assets of the governmental unit. All fixed assets will therefore 
appear in a special balance sheet called the “Fixed Asset Group” of 
accounts in chapter XII. Fixed assets should be classified as shown 
in the prescribed “Classification of Accounts.” 

Fixed assets do not appear in the balance sheet of an operating 
fund because they must be purchased out of appropriations and 
therefore for the purpose of recording the "disbursement must be 
classified as expenditures. Proposed expenditures for capital outlay 
items are set up in the adopted budget and, consequently, payment 
is made from appropriated revenues — consisting primarily of taxes. 
Governments do not operate at a “profit” but exist to render service. 
There are no “profits” to be set aside in the form of a depreciation 
reserve to help replace fixed assets Vhen they wear out — but future 
disbursement for such replacements or for the acquisition of ad- 
ditional assets must be made from future tax revenues or bond 
issues. 

The purchases of fixed assets from an operating fund are re- 
corded as expenditures, but the amount of all fixed assets is set up 
at their cost in a separate “fund” known as the “Fixed Assets Group 
of Accounts.” 

Balance sheet and trial balance distinguished 

A balance sheet is a formal statement of assets, liabilities, reserves 
and fund balance at the end of a fiscal period. A “trial balance,” 
taken at the end of any posting period after aU postings have been 
made to the General Ledger, is simply a listing of all the accounts 
with their amounts in the order in which they appear in the General 
Ledger. All debit balances are placed in one column and all credit 
balances are placed in another. A total of each column is then 
obtained. If the two totals are equal, the General Ledger is said to 
be “in balance.” 

A trial balance should be prepared and the General Ledger proved 
to be in balance before the balance sheet and operating statements 
for the fiscal period are prepared. If the General Ledger is not in 
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balance, an error (.or errors) is indicated and must be located and 
corrected before additional postings are made or financial statements 
prepared. 

The interim baiance sheet 

Many school systems prepare a monthly interim balance sheet 
similar to the one on pages 120 and 121. For an interim balance sheet, 
the various Revenue, Expenditure, and Encumbrance accounts do not 
need to be closed. Instead, the Estimated Revenue account is 
listed with the assets, and from it the actual revenue realized is 
deducted. The liabilities, the reserves, the unencumbered balance, 
and the fund balance are listed, and their total should equal the 
assets above. 

One point is to be noted clearly. Every item appearing on the 
General Ledger trial balance is put into its proper category. Items 
representing the current year’s revenue and expenditures are assem- 
bled first into the Revenue and Expenditure Statements and only 
the totals (or balances) are carried over into the balance sheet. All 
other items on the trial balance are entered directly in the balance 
sheet; these represent asset items, liability items, encumbrances, and 
also the General Ledger accounts for total f timated revenues and 
appropriations. Since the Trial Balance shown in chapter V was in 
balance, all the individual (or summarized) items will still be in 
balance when they are carried over into the balance sheet. 



HYPOTHETICAL SCHOOL DISTRICT 
GENERAL FUND 
INTERIM BALANCE SHEET 

July 31, 1966 



ASSETS AND BBSOUHCE S 

Cash 

Petty Cash 

Prepaid Expenses 

Accounts Receivable 

Investments * 

Estimated Revenue $613, 020 . 00 

Less: Actual Revenue 110, 110.50 



$82, 325.30 
425.00 
4,200.00 
3, 652.15 
64, 934.70 



Balance to be received 



502, 909.50 



Total Assets and Resources. 



$658,446.65 



LIABILITIES, BBSERVES, AND FUND BALANCE 



Salaries Payable 28, 450. 00 

Payroll Deductions Payable 2, 772 . 5 0 



' U.8. Treasury bills due Oct. 22, 1966. 
120 



Reserve for Encumbrances. $507, 986 . 00 

Appropriations $639, 930 ■ 00 

Less; 

Encumbrances $507, 986 . 00 

Expenditures 13, 844 . 50 



Total Encumbrances and Expenditures 521, 830.50 



Unencumbered Balance - 11$, 099.50 

Fund Balance 1,138.65 



Total Liabilities, Reserves and Fund Balance $658, 446.65 



Monthly reports 

In chapter I, the reader was introduced to a number of recom- 
mended criteria which a model school accounting system should 
meet. One of these criteria, to provide adequate hnancial and 
related operational information for all interested parties, is a major 
objective of the recordkeeping process. The preparation of monthly 
financial reports, using information in the financial records, is the 
next step in the sequence of bookkeeping. The monthly reports 
will be of benefit principally to the school board members, school 
administrators, business managers, and officials of the local govern- 
ment. These reports should be prepared in considerable detail and 
should have columns showing also the budget figures for comparative 
purposes. They should cover both revenue and expenditures, and 
in addition, should show the available cash or the cash position in 
some form. 

Statement of revenue, expenditure, and cash position 

This illustration, on pages 122-123, shows one type of a Revenue, 
Expenditures, and Cash Position Statement that could be presented 
monthly to the board of directors and the school administration. 
The figures in this illustration are a continnation of the transactions 
in chapter V. The reader will note that the form starts with the 
beginning balances as of the first of July, including, however, only 
cash, petty cash, and investments. Only these three assets are 
used because they are the only ones readily available for payrolls 
or expenditures. To the total of cash and investments are added the 
revenues collected for the month. These figures are taken from the 
accounts in the subsidiary Revenue Ledger. 

This statement is actually three statements combined into one. 
It would have been possible to make a separate Revenue Statement, 
Expenditures Statement, and Cash Position Statement. However, 
as all three are interrelated, it is more meaningful to combine them 
and at the same time maintain the identity of each. 



I2i 

24/5*^832 O ftT'"" *0 



"3 



^ eo 

^ n® 

O 



H 

CQ 



O 

o 

K 

O 

CQ 

<1 

o 

HH 

H 

W 

K 

H 

O 

Ph 



'iJS 

eo to 

<3 to 
O to 

T 3 

e ' 
cs 



95 



^ 2 

S* »5 

^ >« 
~ »*.* 

Si 

s 

si 

§ 

05 

•& 
to 

s 

V 



02 



(O 



ifl 



o'® 

&hS 



l« 

«(S 



^§§§8 




O 

to 

o5 



(N 

O 

IC 



CO 



IC 


S 


IC 

(N 


c4 

8 


s 


cf 

8 




o' 


O 

(N 



ic 

IC 

irf 



o 

o 

o* 

o 



o 

(N 

l> 

00 






«p 

%& 

c^ 



>* 

*3 



Ui 

0) 

u 

p 

m 



el 

n 



0> 

1 ^ 



8 S 

S o 5 

o 






GO 

CO 

CO 

Iff 

(N 



o 

o 

if 5 



o 

'S’S 



P4 



S 8 SSSS 

d d d o* d d 

t« O 01 00 O LO 
01 00 01 CO O CO 



CO 01 

lO 

CO 



CO 01 

1C 

<N 



o 

(N 

O 

CO 

CO 

«e 



. 09 

01 2 

o a 

•5 ^ td > 

E 03 09 H 

S O W 

0) 

n 



o> 



3 

Ho 

cf 

3 

s 

4^ 

09 

0 

t-H 

i 

'w 

ol 

O 

3 

3 

H 



a 

Q 






a 

09 

a 

I 



2 

g* 

A 



CO 

09 Ts 

^ a 



03 

a 

o 



- ^ 
SJ ^ 
2 

0 09 

9 ? > 
> q 

09 M 

Pi ^ 

” 09 
*03 

B ~ ' ' "■ 

® 'tJ 
> 03 03 
E C 9 o 

goo 



B 

09 

> 

09 

Pi 



tn 

o 

09 



I 

O 

CO 

fH 

c 



3 

® s 



fH 



S Eh O 



tsi 

p 



(-P l-P M 



I 

i §6 

1 1 a 

|l ^ 

M ^ tf 



09 

g 

09 

Pj 

3 

o 

H 



I 

0) 

► 

a 

» 

t 

V 

•o 

S 3 

H 

I) 

S 

H 

n 
3 

g 
M 
0) 
n 

^ 2 
o * 
H 



122 



: I 



O 

ERIC 






The main computation of the cash position is obtained as follows: 



Total Cash and Investments, July 1, 1966..- $94, 692. 75 

Total Revenue (during July) — 110, 110.50 



Total Beginning Balance and Cash Revenue $204, 803. 25 

Less: 

Decrease in Fund Balance $6, 361. 50 

Decrease in Accounts Payable 7, 262. 25 

Decrease in Salaries Payable 28, 450. 00 

Increase in Prepaid Expenses 1, 200. 00 

Total Expenditures (during July) 13, 844. 50 



Total Cash Payments... $57, 118. 25 



Total Cash Balance Available, July 31, 1966 $147, 685. 00 



The last line, $147,685, is the total cash balance available as of the 
end of the month, and represents the difference between $57,118.25, 
total cash payments during July, and what was available, $204,- 
803.25. It should, and does, check out with the sum of the amounts 
listed in the three accounts at the end of the month, called the 
Ending Balance. The latter and the portions of the statement de- 
voted to the computations above make up the Cash Position 
Statement. 

Note that by comparing the computation above with that of the 
report, only columns 3 and 4 are needed to make the computation. 
Why, then, use the other columns? The answer is that the left- 
hand portion of the statement would have to be completed anyway 
to indicate the accounts to which the entries in column three pertain. 
Thus, rather than duplicate work by making a separate analysis, you 
can obtain a complete Revenue Statement from this statement by 
adding two more columns. Budget Estimate and Balance To Be 
Received. Now it is possible to show annual estimated revenues by 
source, that is, the budget figure (col. 1), the revenues actually 
realized in the fiscal year to date (col. 3), and the balance not yet 
realized in each revenue account (col. 6). 

The same thing is true of the Expenditures section. By adding 
four columns, you can present, in addition to the amounts needed for 
the computation, a complete list of what has happened during the 
month in all functions. For, example in Administration, the annual 
budget appropriation was $19,150 (col. 1). In the second column 
$17,170 has been encumbered. The Expenditures column (col. 3) 
shows that $1,430 has already been paid out. Adding the last two 
amounts yields $18,600, the entry in the fifth column. The amount 
in the last column, $550, is what is unencumbered, or unobligated. 
The accuracy of all of these entries can be verified by adding the 
encumbrances to the expenditures (cols. 2 and 3), which should yield 
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the Total Encumbrances and Expenditures (col. 5) ; further, the fifth 
column entry plus the Unencumbered Balance (col. 6) should equal 
j the original budget appropriation (col. 1). Thus, a complete ex- 

I penditure statement is presented which doesn't at all detract from 

!. the overall report on the Cash Position as of July 31 and how it was 

■ , reached. 

|, The summary totals of the expenditures for each function are 

taken from the accounts in the Appropriation and Expenditure 
I Ledger. The following cash payments must be added to total ex- 

penditures to arrive at total cash payments during July: (1) the 
' decrease in fund balance; (2) the decrease in accounts payable; (3) 

the decrease in salaries payable; and (4) the increase in prepaid 
j expenses. These cash payments were not charged to expenditures, 

\ but did reduce cash. Thus, a total of $57,118.25 is obtained and is 

called “Total Cash Payments.” 

As was indicated in chapter V, it is recommended that all purchase 
I orders, salary commitments, and any other formal contractual 

commitments be recorded as encumbrances in the journal and posted 
in the expenditure ledgers. If the school system has elected not 
to post all purchase orders and other encumbrances in the formal 
records but to post only actual expenditures, it is recommended 
that a separate report be prepared showing the summary of out- 
standing encumbrances against each appropriation by totaling the 
outstanding commitments such as purchase orders kept in the files. 

Annual riports 

j At the end of the fiscal year, a number of detailed annual reports 

I similar to the monthly reports must be prepared. The information 

contained in these reports will probably be used to prepare 
reports for the State department of education on forms usually 
supplied by the State department. The annual Statement of 
1 Revenue, Expenditure, and Cash Position should be similar if not 

identical to the one illustrated on pages 122-123 of this chapter. 

The ledger figures that have been posted in chapter V consist 
I only of the transactions in the month of July, so the monthly reports 

prepared from them are typical. Rather than post transactions 
of 11 more months let us assume that the transactions were properly 
1 posted for the rest of the year and that the routine trial balance 

of June 30, 1967, was as shown on page 126, 

Adjusting and closing tho books 

A necessary procedure at the close of the fiscal year, common to 
all accounting systems, is known as “closing the books.” This 
term includes the making of the necessary ventries in the General 
Journal to (1) adjust certain General Ledger accounts, and (2) 

I 

I 
I 

I '■ 
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: I 

I 

^ i 




125 



HyPOTHETlCAL SCHOOL VJSTRKT 
TRIAL BALANCE 
June 30, t967 





Account Title 


Acet, 

A/o. 


debit 


CKedit 




C(uk 


1501 


65.354 


95 








Pettu CCL&k 


1510 


425 


90 








PKooouid ExioewACA 


1530 


4.200 


90 








Accounts Receivable 


1540 


9S2 


90 








Investments 


1550 


12.&51 


90 








Accounts Pauable - Vendons 


1610 






4.191 


00 




PaitKoll deductions Pauable 


1620 






6.061 


25 




EmployeA*S RetOiejment Cont/Ubution Pauable 


1625 






6.061 


25 




fund Balance 


2010 






1.13B 


65 




Reserve loK Encumb/iances 


2011 






57.391 


50 




Eitimtzd Revenue 


2020 


613.020 


90 








Revojnue 


2030 






609.956 


50 




AmKoxihiations 


2040 






639.930 


00 




ExpettdUunu 


2050 


570.505 


/O 








Encumb/uznees 


2060 


57J91 


50 












1.324,730 


15 


1.324.730 


15 













































close out all Budgetary accounts, Expenditure accounts, and Rev- 
enue accounts that have been used during the year, and thus arrive 
at the end-of-year fund balance. 

After the necessary adjusting and closing entries have been made, 
the General Ledger will contain the accounts of the various assets, 
liabilities, reserves, and the fund balance. The General Ledger 
accounts will balance, but there will be no amounts in the various 
Budgetary, Revenue, and Expenditure accounts. 

Adjusting entries 

Before making the final closing entries, check to be sure that all 
adjusting entries have actually been made and posted. These 
adjusting entries bring the various accounts up to date. Such 
entries would probably include the following: 

(1) Setting up on the books, all accounts payable existing at 
the end of the fiscal year. 

(2) At the beginning of the fiscal year there was $3,000 in the 
Prepaid Expense account. This was later increased to $4,200 
because of the purchase of $1,200 worth of paid up insurance for 
the two following fiscal years. The original $3,000 of prepaid 
expense was for maintenance service and supplies. The 
maintenance service has been received and the supplies con- 
sumed. Thus, this $3,000 worth of assets no longer exists, 
and an adjusting entry is necessary to reflect this. 
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(3) Just as $56,900 of salaries payable were carried over from 
the previous fiscal year and paid during July and August 1966, 
it is now necessary to carry over into July and August 1967, 
the applicable amount of salaries payable. Again there are 
four payrolls involved, yielding a total of $56,964 (4X$14,241). 




There are other methods of handling such prepaid expenses. One 
method is to charge off the entire expenditure at the beginning of 
the year as shown in the purchase of the insurance. Another method 
is to prorate the cost over the fiscal period; in the latter case, then, 
$250 a month could have been charged to maintenance. 

These adjusting entries are entered in the adjustment Debit and 
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Credit columns of the worksheet, page 127. The worksheet is a sheet 
of working paper that enables the bookkeeper to sort and interpret 
the trial balance; it also provides a convenient method of summariz- 
ing the bookkeeping records and proving the accuracy of all calcula- 
tions. As it is not a part of the permanent bookkeeping records, it 
may be prepared in pencil. 

After the end-of-year trial balance is prepared, the first two columns 
of the worksheet are completed from it. When preparing the end-of- 
year trial balance section of the worksheet, also include any accounts 
with zero balances. This is necessary because there may be some 
adjustments to those accounts. Next, the adjustments are entered 
as explained above, namely, debiting Expenditures for $3,000 
($3,000 for maintenance service) and crediting Prepaid Expenses for 
a like amount. Note that the latter entry, when subtracted from the 
beginning balance of $4,200, leaves $1,200 for the balance sheet 
entry. The asset, liability, and fund balance entries are transferred 
to the balance sheet column because they are balance sheet items. 
The adjustments as worked out in the worksheet serve as the basis 
for the adjusting entries in the General Journal, page 133. 

The fifth and sixth columns make up the expenditure and revenue 
columns. The accounts in this section are temporary accounts, i.e.^ 
they are not a part of the basic asset, liability, and fund balance 
structure. The entry for excess of revenue over expenditures, which 
is the addition to fund balance, is a balancing entry, i.e., its inclusion 
makes the column totals equal each other. This section is analyzed 
as follows : 

Since we are computing the balancing entry, assume it is now 
blank. The first entry in the debit column, $613,020, is the total 
of the anticipated revenue for the year, $610,520, and $2,500 of 
additional anticipated revenue added after the beginning of the 
6.scal year. The last entry in the credit column, $639,930, 
appropriations, is the total estimate of need for the entire fiscal 
year. The difference between the latter amount and the original 
anticipated revenue, $610,520, is $29,410, which was the esti- 
mated fund balance at the beginning of the fiscal year. Actually, 
what occurred was that the school district, estimating that it 
would have $29,410 to begin with, calculated that $610,520 
would be needed to make a total of $639,930 to meet all expendi- 
tures. The $427.50, encumbrances, and $630,469.70, expendi- 
tures, total $630,897.20, and represents total expenditures and 
encumbrances. Since the $1,138.65 actually in the fund balance 
was never “appropriated” for a specific type of expenditure, it 
must be deducted from the actual revenue, $609,956.50, to yield 
the actual revenue appropriated, or $608,817.85. The beginning 
balance of $34,410.15 is reduced by the $6,361.50, which was 
charged against fund balance to take care of retirement con- 
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tributions which were inadvertently not set up as a payable at 
the end of the previous fiscal year. The difference, $28,048.65, 
is added to the actual revenue appropriated, $608,817.85, to give 
the amount available for expenditures during the year, $636,- 
866.50. Subtracting the total encumbrances and expenditures, 
$630,897.20, from the latter yields $5,969.30, the balancing 
figure which represents the excess of revenue over expenditures, 
and which will be an addition to the existing fund balance. Note 
in the worksheet that the three entries in column 5 and the 
two entries in column 6 are totaled, and that the difference 
between these two totals is the “balancing” entry, which is then 
added below the smaller total to arrive at equal totals for both 
columns. 

A formal statement, such as the one on page 130, is usually prepared 
showing the computations above. The primary source for this 
statement is the entries in columns 5 and 6. In addition, of course, 
the $1,138.65 balance in the Fund Balance account had to be taken 
into account since this wasn’t anticipated at the beginning of the 
year. Please note how this affected the computation. This state- 
ment shows exactly what happened during the year to bring the 
Fund Balance account to its present balance; the entries in the Fund 
Balance account establishing the Estimated Revenue and Appropria- 
tions accounts, as well as the change in estimated revenue, were 
estimates, and have been superseded by actual amounts. 

T his statement has been titled “General Fund Statement of 
Analysis of Change in Fund Balance” because it shows, in summary 
form, how the ending fund balance was obtained. However, it 
could also have been called a Summary Statement of Revenue and 
Expenditures since fiscal year revenue and expenditures determine 
the change in fund balance. Thus, it is a question of emphasis, and 
here the emphasis is on fund balance. 

Closins entries 

There are several different ways of making closing entries, each of 
which is correct. The General Journal illustrated on page 134 shows 
one of the recommended ways for preparing closing entries. This 
method involves : 

(1) Closing the Revenue and Estimated Revenue accounts to 
the Fund Balance account. This entry shows that less revenue 
was received than anticipated, and that fund balance must be 
decreased by this same amount. 
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HYPOTHETICAL SCHOOL DISTRICT 

General Fund Statement of 
Analysis of Change in Fund Balance 
For Fiscal Year July 1, 1966, to June 30, 1987 

Total Current Assets, 

July 1, 1966 $101, 344.90 

Less Total Current 
Liabilities, July 1, 

1966 66,934.75 



Beginning Fund Balance, July 1, 1966_ $34, 410.15 

Less Adjustment for Previous Year’s 



Retirement Contribution 6, 361.50 

I 

1 Fund Balance After Adjustment 28,048.65 



Add Actual Revenue Appropriated: 



Actual Revenue. __ 609,956.50 

Less Revenue N ot 
Appropriated 

(Fund Balance). 1, 138.65 608, 817 .85 



Amount Available for Expenditure During Year. . . $636, 866 . 50 

Less Total Encumbrances and Expenditures: 

Expenditures 630, 469 . 7 0 

Encumbrances 427 . 50 630, 897 . 20 



Excess of Revenue Over Expenditures and Encumbrances $5, 969.30 

Fund Balance Carried Forward (not appropriated during year) ... 1, 138 . 65 



Fund Balance, June 30, 1967 ***'» 107. uo 

(2) Closing the Bncumbrance account to the Expenditure 
account. This entry leaves a balance in the Reserve for 
Encumbrances account, and charges this future payment, that is, 
the payment resulting from the encumbrance, to current 
expenditures. This isn’t a bona fide expenditure because cash 
hasn’t been paid out; however, to allocate expenditures properly 
to the year in which they apply, it is necessary to make this 
entry , which seis up a reserve for payment in the next fiscal year. 
Note that this reserve has been deducted from the fund balance 
to charge the expenditure to the current period. Thus, when 
the payment is made during the next fiscal period, it will not 
be charged against that period’s revenue. An alternate and just 
as valid method of closing encumbrances is illustrated in the 
journal entries in chapter XI, page 202. In this method the 
encumbrances are closed at the end of the fiscal year and re- 
appropriated when the books for the ensuing year are opened. 

(3) Closing the Appropriations and Expenditure accounts to the 
Fund Balunce account. The effect of this entry is to increase 
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the Fund Balance account by the exact amount by which 
apprcpriadons exceeded expenditures. 

Just as the adjustments columns of the worksheet provide the 
information for the adjusting entries, the Statement of Revenue and 
Expenditures Debit and Credit columns provide the information for 
the closing entries. It was indicated previously that all accounts 
in this section are temporary. Therefore, it is obvious that to close 
these accounts (i.e., leave with a zero balance), it is necessary to 
make an entry in the opposite column. Note how the closing entries 
in the journal do cancel out the entries in columns 5 and 6 of the 
worksheet. To cancel out the debit entry for expenditures, 
$630,469.70, the bookkeeper must take the “net” credit to expendi- 
tures from the closing entries: $630,897.20 (third closing entry) 
minus $427.50 (second closing entry) yields “net” credit to expendi- 
tures of $630,469.70. This “mechanical” method of checking the 
closing entries can be used to verify their accuracy. It is helpful 
to think through what needs to be done, keeping in mind the relation- 
ships between the accounts and, particularly, the effect on fund 
balance. However, it is helpful to know that the final closing 
entries can be checked against the entries in the Statement of 
Revenue and Expenditures section of the worksheet. 

Following the illustration of the General Journal pages are illus- 
trations of the accounts of the General Ledger as of the end of the 
year, with the adjusting entries and closing entries properly posted 
to these accounts. 

Closing, balancing, and ruling the ledger 

The final task in the ledger is to balance the Asset, Liability, 
Fund Balance, and Reserve accounts, and close the Estimated 
Revenue, Revenue, Appropriations, Encumbrances and Expenditures 
accounts. 

To balance an account with one or more entries on each side, 
e.g., the Cash account on page 135, proceed as follows: 

(1) Enter the difference or “balance” of the account on the side 
showing the smaller total. Note in the Cash account that the 
balance is $65,354.95, and that the latter when added to the 
smaller side makes both columns equal. Write the word 
“Balance” in the explanation column, and place a checkmark 
in the Post Ref. column to indicate that this item was not 
posted from a journal. The Prepaid Expenses, Investments, 
and Fund Balance accounts are balanced in the same manner 
as the Cash account. Accounts with entries on one side only, 
that is, the Petty Cash account, need not be balanced because 
their balance is the total of the entries. 
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(2) Total and rule the account as indicated in the Cash account 
on page 135. 

(3) Enter the balance again below the double ruling on the side 
originally having the larger footing; this is the side which 
normally reflects the balance, that is, debit side for asset 
accounts and credit side for liability, reserve, and equity 
accounts. Since this is the beginning balance for the new 
fiscal period, date it as such. Write the word “Balance” in 
the explanation column, and place a checkmark in the Post 
Ref. column to indicate that this entry was not posted from a 
journal. 

(4) Show that, because the closing entries have been posted, 
the Estimated Revenue, Revenue, Appropriations, Encum- 
brances, and Expenditures accounts are in balance; then close 
them by adding the debit entries and credit entries and placing 
double ruling beneath the totals. 

The final illustration in this chapter is the actual balance sheet 
based on the figures derived from the worksheet illustrated on page 
127. Note that the procedure has gone through a complete cycle 
and is back to the basic balance sheet used in chapter III. The 
amounts are different and reflect the financial status of the school 
district at the end of the year. 
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The reader has now been through a shortened version of the 
accounting cycle for one year’s transactions of a small school district. 
This cycle started with the reporting of assets, liabilities, and fund 
balance; the recording of the newly adopted budget; the recording of 
a series of sample transactions, and the posting of these to the proper 
accounts; the preparation of some recommended monthly reports 
used in a great number of school districts; and using assumed year- 
end figures, the preparation of the annual reports. To start the 
next school year follow the same sequence; however, because the 
General Ledger accounts have already been established (these 
accounts are never closed unless and until the school district goes 
out of business), the first tran'^action recorded for the next school 
year would be the entries for recording the new budget. 
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HYPOTHETICAL SCHOOL DISTRICT 
GENERAL FUND 
BALANCE SHEET 
June 30, 1967 

ASSETS 



Cash - — $65, 354 ■ 95 

Petty Cash 425.00 

Prepaid Expenses 1> 200 . 00 

Accounts Receivable 982 . 00 

Investments 12, 851 . 00 



Total Assets_. $80,812.95 



LIABILITIES, BESERVES, AND FUND BALANCE 

Salaries Payable $56, 964 . 00 

Accounts Payable — Vendors 4, 191 . 00 

Payroll Deductions Payable 6, 061 .25 

Employers Retirement Contributions Payable 6, 061.25 

Fund Balance 7, 107 .95 

Reserve for Encumbrances 427 .50 



Total Liabilities, Reserves, and Fund Balance ,__ $80, 812.95 



Summary 

(1) A Balance Sheet is a statement as of a given point in time which 
shows assets, liabilities, and fund balance. 

(2) The Statement Of Revenue, Expenditures, And Cash Position 

is a monthly or annual combination statement that may be useful 
to the school board and school administrators. 

(3) At the end of the fiscal year it is necessary to make journal 
entries which transfer the balance from one account to another 
account; such entries are called Closing Entries. 

(4) Entries made at the end of the fiscal year to bring the various 
accounts up to date are called Adjusting Entries. 

(5) The Worksheet is a sheet of columnar ruled paper that enables 
the bookkeeper to sort and interpret the trial balance; it also pro- 
vides a convenient method of summarizing the bookkeeping records 
and proving the accuracy of aU calculations. 



CHAPTER VII 

Subsidiary Journais 



In the previouH chapters all transactions were entered in the 
General Journal, and subsequently each item was posted individually 
to the general and subsidiary ledger accounts. Thus, every time 
a check or warrant was issued (cash paid out), an entry was made 
in the General Journal which later had to be posted to the appropri- 
ate ledger account. In addition, for every receipt of cash there 
was also a General Journal entry and an individual ledger account 
posting. 

Except in small organizations with relatively few transactions, 
this process of entering every transaction in the General Journal 
will result in a voluminous and unwieldy journal. A further dis- 
advantage is that every item requires individual posting. Since 
there may be hundreds of expense entries every month for the vari- 
ous classifications of payroll and/or other expenditures as well as a 
similar number of individual cash receipt transactions, the possi- 
bility of clerical errors is greatly increased. 

To avoid these difficulties, a system of subsidiary journals is de- 
veloped which minimizes the work and, at the same time, facilitates 
various analyses needed for financial statement purposes. These 
special journals are used for recording transactions of like nature, 
and only those journal entires which do not fit into a subsidiary 
journal are entered into the General Journal. 

The cash jeurnal 

This is the most commonly used subsidiary journal because a 
large number of transactions involve cash. The decision on what 
type of subsidiary journal should be used depends on the frequency 
of the various transactions. Other subsidiary journals that might 
be used include payroll, accounts payable, accounts receivable, 
encumbrances, and purchases. 

Some organizations use a Cash Receipts Journal and a Cash 
Payments Journal. These two journals can be combined effectively 
in the Cash Journal, and all transactions involving cash entered in 



one record. A Cash Journal is illustrated on the following pages. 
The transactions used in the example are the same as those used 
in chapter V, pages 57 through 60. Those involving cash are shown 
below; those not involving cash are marked “General Journal Entry'' 
and are not, of coui*se, shown in the Cash Journal illustrated. 

2 'I General Journal entry. 



3. Pay accounts payable to vendors: 

School Paper Co $873. 00 

School Book Co 1,200.25 

School Supply Co 900. 00 

Athletic Equipment Co 700. 00 



$3, 673. 25 



4. General Journal entry. 



5. The school district received a check for $675 from the 
neighboring school district for tuition for two special students. 



6 . 

7. 



General Journal entry. 



8. The school district borrows, on a 30-day note, $20,000 
from the National Bank at an annual interest rate of 3 percent. 



9. General Journal entry. 



10. Pay the invoice from the XYZ Hardware Store for the 10 
gallons of paint — invoice amount is $48.50. 

10. The previous encumbrance of $50 is liquidated from both 
the control accounts and the Appropriation and Expenditure 
Ledger detail account. Note that this is the exact opposite 
of the entry initially recording the encumbrance. 

11. Purchase a three-year fire insurance policy with Congress 
Insurance Agency and pay the premium in full in the amount 
of $1,800. 



12. Issue a check for $25 to the high school principal to set up 
a Petty Cash Fund. 



13. Receive a check from the State Department of Education 
in the amount of $25,388. 

14. Pay the payroll for the 14th of the month (see p. 71, chapter 
V, for detail). 






14. At the beginning of the year, the total amount of salaries 
was encumbered. Throughout the year, as each payroll is 
made, it is necessary to liquidate the amount that has become 
an expenditure. 

14. Pay the $1,955.70 withheld from the July 14 payroll as 
Federal income tax deductions to the U.S. Treasury. 

15. Record payment of employee deductions and employer's 
retirement contributions to State retirement system. 

16. Receive a check from the local tax collector in the amount 
of $84,010. 

17. Repay the $20,000 note and $16.40 interest to the National 
Bank. 

18. General Journal entry. 

19. Pay the June telephone bill in the amount of $97. 

20. Pay travel expenses of Miss Smith to the Remedial Reading 
Conference in the amount of $38. 

21. Replenish the high school Petty Cash Fund because $18 
has been spent for office supplies. 

22. Pay for textbooks received from the School Book Co., 
transaction No. 18 above. The invoice is for $378 plus $12.50 
freight charge. 

22. Liquidate the previous encumbrance of $420 from both 
control accounts and from the detail account in the Appropria- 
tion and Expenditure Ledger. In this instance the expenditure 
was less than originally anticipated. 

23. The school district's Treasurer uses $50,000 of inactive 
funds to buy 90-day U.S. Treasury bills for investment purposes. 

24. General Journal entry. 

25. Hailstorm damage requires $156 for emergency repairs to 
the Lichtenberger Elementary School. 

26. Instructional supplies are received from the School Supply 
Co., invoice $180, 2 percent/10 days, paid less $3.60 discount. 

26. On July 18th a $180 purchase order was issued for teaching 
supplies. Therefore, the Teaching Supplies account. No. 240, 
was encumbered in like amount to record the obligation. The 
terms of the transaction,. 2 peroent/10 days, enable the school 



143 



district to realize a 2-percent discount if the bill is paid within 
10 days. Thus, the expenditure is $176.40. However, the 
original encumbrance of $180 must be liquidated, and this is 
accomphshed by debiting Reserve for Encumbrances and 
crediting Encumbrances. In addition, of course, the encum- 
brance must be liquidated from the detail account. 

27. General Jomnal entry. 

28. Pay the payroll for the 28th of the month (see p. 85, chapter 
V, for detail). 

28. A liquidating entry, similar to the one following the 
July 14 payroll, is necessary to reduce the salary encumbrance 
for the exact amount of the payroll expenditure. 

28. Pay the $1,955.70 withheld from the July 28 payroll as 
Federal income tax deductions to the U.S. Treasury. 

28. Pay the State Retirement Board (employers’ rate same as 
employees’) for the current month’s employees deductions plus 
the school district’s contribution. 

29. General Journal entry. 

30. A check for $106 is received from the insurance company to 
compensate for the hail damage. 

31. The school district receives $10,000 as a result of the 
maturing of certain U.S. Treasury bills. The original invest- 
ment was $9,912.50. 
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Analysis of the cash journal 

In addition to entering all transactions involving cash in the Cash 
Journal, the bookkeeper should enter the beginning cash balance 
(debit) on the first of the month in order to provide a complete pic- 
ture of the cash position. The beginning cash balance, $69,445.55, 
is obtained from the Cash account, page 90, chapter V. The off- 
setting credit in the general credit column would be posted in the 
General Ledger to the Cash account and would thus cancel out the 
debit entry. In other words, adding the same amount to both sides 
of the Cash account does not change the balance of the account. 
However, entering the beginning cash balance in the Cash Journal 
does permit the Cash Journal to show, at any given time, the current 
cash position. The individual entries in the Cash Journal should be 
the same as those in the Cash account, page 90, chapter V. The 
postings of the totals of the cash debit and cash credit columns of the 
Cash Journal to the Cash account in the General Ledger at the end 
of the month produces the new end-of-month Cash balance. 

The Cash Debit column is used whenever cash is received. As 
indicated above, the individual cash column entries are not posted 
to the General Ledger individually; only the total of the column is 
posted to the debit side of the Cash account at the end of the month, 
which obviously saves labor in posting. The same thing is true of 
the cash credit column, that is, only the total of the entries is posted 
to the credit side of the Cash account at the end of the month. If 
these entries had been entered in the General Journal, six debit post- 
ings (cash debit column) and 18 credit postings (cash credit column), 
for a total of 24 postings, would have been made to the Cash ac- 
count. If the Cash Journal is used, only two postings to the Cash 
account are necessary — the total of the cash debit column and the 
total of the cash credit column. 

The Expenditures Debit column, like the cash columns, also is 
posted in total at the end of the month. Since many different 
expenditures are recorded in this column, it is obvious that this total 
is posted to the Expenditures control account. The detail account 
in the Appropriation and Expenditure Ledger to which each amount 
is also posted is indicated in the Name of Account column below the 
credit entry; make individual postings as you go along, after you 
enter them in the Journal. 

The General Debit column, as its title implies, is used for debits 
in general. Unlike entries in the cash columns and the expenditure 
deWt column, each entry in the general debit column is posted 
individually to the account shown in the name of account column. 
Notice that in the latter column opposite each entry in the general 
debit column, the postings are made to many different accounts, 
each of which does not necessarily have anything in common with 



any other. Since each entry is posted individually, the total of the 
column is not posted. 

The Number column is used to indicate the physical source of the 
entry. Since most cash is paid out by check or warrant, the check 
or warrant number is entered. The receipt number is used for cash 
received. 

The Post Reference column is used to indicate the number of 
the account to which posted, and also to show that posting has been 
completed. It should be noted here that there must never be a post 
reference during the month for the Cash, Expenditures Control, 
and Revenue Control accounts because these accounts are posted 
only at the end of the month from the totals of columns 1, 2, 5, and 6. 

The General Credit column, like the general debit column, is for 
entries of a general nature. That is to say, no two entries in this 
column necessarily have anything in common, whereas all of the 
entries in the expenditure column do. Regardless of what the money 
was spent for, each entry in the expenditure column represents an 
expenditure. The same relationship applies in the cash columns, 
that is, each entry, whether debit or credit, deals with cash. The 
revenue credit column also contains entries which aU have something 
in common : they represent revenue. Again, this lack of a common 
nature in the general credit column makes it necessary to post each 
entry individually. The total is not posted because it would be like 
trying to add apples, oranges, and plums. 

The Revenue Credit column has the same relationship to the 
Revenue control account as the expenditure debit column has to 
the Expenditure control account. Therefore, the total of the 
column is posted at the end of the month to the Revenue control 
account. Further, the type of revenue is indicated and recorded 
by posting to the detail account named in the name of account 
column. 

The Cash Credit column is used whenever cash is paid out, and 
only the total is posted at the end of the month. 

The Encumbrance Liquidation section has two columns — Reserve 
for Encumbrances Debit and Encumbrances Credit. This section 
is included with the Cash Journal to provide for liquidation of 
encumbrances for each transaction involving a cash expenditure, 
and for which an amount was originally encumbered. As in the 
General Journal, the entry liquidating the encumbrance immediately 
follows the entry recording the expenditure. 

These journal entries, like all journal entries, have a debit and 
credit part. Let us now look carefully at the following transactions 
because they include entries in all of the columns of the Cash Journal 
(see p. 145) : 

July 3. The amount of the payment, $3,673.25, was entered 
in the general debit column because there is no special column 
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for accounts payable. The latter account is indicated in the 
name of account column as being the account to which to post 
the debit entry. The number 1610 in the post reference 
column indicates that the amount in the general debit column, 
$3,673.25, has been posted to the Accounts Payable account. 
No. 1610, in the General Ledger. Ck 1-4 (checks 1 through 4) 
is entered in the number column to indicate the numbers of 
the checks used to pay the vendors. Finally, the entry in the 
cash credit column indicates that the asset cash has been 
decreased by $3,673.25. 

July 5. In this instance revenue was received in the amount 
of $675, and thus an entry was made in the cash debit column. 
The credit entry was made in the revenue credit column in 
order to have the control account reflect this increase. The 
detail was posted to Tuition from other school districts, account 
No. 80, as shovm in the name of account and post reference 
columns, respectively. Rl in the number column means this 
was receipt No. 1. 

July 8. Again cash has been received, this time in the amount 
of $20,000. As in the preceding transaction, the entry is made 
in the cash debit column. However, note that in this case the 
credit is entered in the general credit column. This cash was 
not revenue, and, in the absence of a special column for notes 
payable, the entry has to be made in the column for miscel- 
laneous entries, general credit. The entry in the name of 
account column indicates the account to which the general 
credit entry should be posted. R2 is the receipt number, 
and 1611 in the post ref. column is the account to which it is 
posted. 

July 10. An expenditure of $48.50 has been made and has to 
be reflected both in the control account and in the detail account. 
Therefore, in addition to the entry in the expenditures debit 
column, an entry also has to be made in account No. 720, 
Maintenance of Plant — Contracted Services. This is indicated 
by entering the latter in the name of account column. After 
posting, account No. 720 is entered in the post reference column. 
Ck 5 is the number of the check written for this expenditure, 
and $48.50 in the cash credit column indicates that cash has 
decreased. Again, remember that only the totals of the 
expenditures debit and cash credit columns are posted. 

Most entries in this journal would be similar to the four explained 
above. The number of columns in the journal depends on the need 
of the individual school district; special columns can be added if 
needed. The main consideration is the frequency of certain types of 
transactions. 
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If a Cash Journal had been used in chapter V with the entries as 
indicated in this chapter, the only differen(;e in the ledger accounts 
would be the post reference coluinn, that is, instead of showing J 
and the page number, it would show CJ (Cash Journal) with the 
page number. 

Posting from the cash journal 

After adding each column in the Cash Journal, post the appropriate 
' column totals as indicated above. Since each debit entry or entries 

should have an equal credit entry or entries, then, obviously, the 
j total of all the debit columns should equal the total of all the credit 

' columns. In addition to furnishing the column totals to post, this 

also verifies the accuracy of the journal entries. The column totals 
are first entered iii pencil ‘‘footings’^; if the total debits equal the 
total credits, the permanent entries are made, the date is entered, 
the word ‘ ‘Totals’ ' is written in the name of account section, and a 
double line drawn as indicated. 

As has been pointed out previously, special columns are posted 
only at the end of the month when the totals are posted to the 
account named in the heading of the column. Therefore, the total 
of the cash debit column, $209,574.55, would be posted as a debit 
to the Cash account. No. 1501. The post reference for this entry is 
the number of the Cash account. No. 1501, and, when posting has 
been completed, this number is inserted in parentheses below the 
cash debit column of the Cash Journal (see p. 149). The same pro- 
I cedure applies to the total of the expenditures debit column, that is, 

' its total is posted to the Expenditiu’es control account as a debit. 

The account number of the latter. No. 2050, is entered below the 
I column total as the post reference. 

j A checkmark is entered in parentheses below the general debit 

and general credit columns to indicate that the items in the columns 
were posted individually. 

1 The revenue credit and cash credit column totals are posted in the 

I same manner as the cash debit and expenditures debit column totals. 

The post reference is similarly derived and entered below the column 
totals. 

Of the 31 transactions listed in chapter V, 24 involved cash, and all 
of these were entered in the Cash Journal. The cash position can be 
computed at any time by deducting the total of the cash credit 
column from the total of the cash debit column. 

In summary, then, the Cash Journal has these advantages: (1) 
saves labor in posting, which results in less chance of clerical error; 
(2) includes all of the cash items in one place; (3) provides a ready- 
made analysis as part of the formal records; (4) permits a daily 
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control of cash balance; and (5) facilitates the pieparation of the 
monthly cash statements. 

Bank reconciliation 

In all school districts, the bank account for every fund should be 
reconciled each niontli. The bank reconciliation follows exactly the 
same pattern the reader might use to reconcile his own personal 
account at a bank. The form illustrated on page 155 could be used 
for this purpose. 

Copies of validated deposit slips covering deposits not reflected on 
the bank statement are used to complete part 2 of the Bank Recon- 
ciliation form. Under part 4 the outstanding checks are determined 
by comparing returned checks with the record of those issued during 
the month as well as with those outstanding at the beginning of the 
month. This process will indicate which checks remain outstanding 
at the end of the current month. After completing 1 through 4 of 
this form, the Adjusted bank balance (5), should equal the Balance per' 
books (6) . If these two figures do not agree, it will be necessary to 
locate the cause of the error — made either by the bank or by the 
school district — and make the necessary corrections. One cause 
which may easily be overlooked is a charge made by the bank but 
not entered on the school district’s records. When the error has 
been located and corrected, the figures on the bank reconciliation 
should also be corrected so that item 5 will equal item 6. 



HYPOTHETICAL SCHOOL DISTRICT 
XVILLE, U.S.A. 

BANK RECONCILIATION 



Bank 



1. Balance per bank statement, — 1' 

2. Plus Deposits not credited on bank statement; 

Date Amount Date Amount 



$. 



3. Total — Balance plus deposits not credited on bank state- 

ment: 

4. Less Outstanding checks: 

Check No. Amount Check No. Amount Check No. Amount 
$ $ $ 



5. Adjusted bank balance, 

6. Balance per books, 




$. 

$. 



Summary 

(1) A journal which is used for recording transactions of like nature 
is called a Subsidiary Journal. 

(2) A Cash Journal is the subsidiary journal used to enter all trans- 
actions involving cash. 

(3) A Bank Reconciliation is a comparison of the bank statement 
and school district book balances; one should be made each month. 



CHAPTER Vm 

Payroll Procedures 



Two of the transactions in chapter V involve paying salaries to all 
personnel of the school district. It should be noted that there is a 
two week interval between these entries, and that there are 26 paydays 
annually. Whether the employees are paid monthly, semimonthly, 
or every two weeks, the same basic payroll procedures and methods 
are used. Payroll journal entries such as those illustrated in chapter 
V result from a payroll payment order or record. This is a work- 
sheet which serves to bring together all of the information pertaining 
to salary and deductions for each employee, and an example is shown 
on page 157. More or fewer columns may be used according to the 
need‘s! of the individual school district. 

There are many different Payroll Record formats that might be 
used. A relatively small school district might list all employees 
alphabetically in one Payroll Record, with an expenditure classifi- 
cation summary to provide totals for the payroll journal entry. 
Many school districts use one payroll for certificated personnel and 
another for noncertificated personnel A large district might have a 
section for each school in the district. In the example on page 157, 
the Payroll Record is sectionalized, that is, there is a separate section 
for each salary expenditure category. This format provides for 
totals by expenditure classification as well as an overall expenditures 
total. 

The decision on whether one consolidated payroll record or several 
more specialized ones will be used depends on the number of em- 
ployees and the number of different expenditure classifications, 
whether or not all employees are on the same payroll cycle, and 
whether it is desired to have individual expenditure classifications 
for each separate school for comparative purposes. Whatever sub- 
divisions are used, the totals of the various columns and sections 
must be brought together into summary totals afi shown on page 157. 
These summary totals form the support for General Journal entries 
such as No. 14 on page 71 of chapter V. 

The Salaries Payable section of the payroll record provides for 
recording preparation of paychecks for personnel whose salaries have 
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been charged to the previous year as explained on page 70, chapter V 
Note that, in column 3, S/P has been entered. This means 
salaries payable; an expenditure account number is not entered 
ecause the appropriate expenditure accounts were entered in June 
when the salaries payable were “set up.’’ 

Preparation of this Payroll Record is the first step in payroll 
accounting. The employees are listed in alphabetical or other 
predetermined order in the name of employee column, under each 
classification, and their position is entered in the next column- 
teacher custodian, secretary. The number of the account to be 
charged m the Appropriation and Expenditure Ledger is entered in 
the expenditure classification column. The annual salary for each 
einployee is obtained from the contractual agreement between the 
school board and each employee, a copy of which should be on file 
in the business office. The annual salary divided by the number of 
pay periods yields the period gross earnings (col. 4). If some 
employees are paid on an hourly basis, the gross earnings may well 

vary for each pay period and many of the deductions will have to be 
recalculated each time. 

Adjustments to gross salary 

There may be additional salary payments due individuals for 
services that are not included in their annual contract. Instructional 
personnel are sometimes paid for extracurricular services on an “as 
rendered” basis, particularly for coaching or other extra duties. 
JNonmstructional personnel usually are paid on an overtime basis for 
such duties as opening a building at night for community programs 
and special bus trips. These payments are entered as an addition in 

the adjustment column and are coded to indicate the reason for the 
payment. 

There are also deductions that must be made from the gross salary 
representing services which were included in the annual contract but 
which were not performed. Under circumstances determined by the 
school board, both instructional and noninstructional personnel may 
be granted personal leave without pay, or may use sick leave in 
excess of the number of days to which they are entitled. These 
amounts are entered as a deduction in the adjustment column and 
are also coded to indicate the reason for the deduction. The ad- 
justed gross pay for this period is then entered in column 7. 

Deductions from adjusted gross salary 

The figure entered in the adjusted gross salary column is used as 
the basis for calculating the deductions to be made for withholding 
taxes and other similar items that are dependent on the actual 
earnings of the individual. The more common of these deductions — 
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Federal and State income tax, retirement, and social security — are 
less subject to change by the employee because the rate of these 
deductions is set by law. Of course, changes are occasionally neces- 
sary when the number of exemptions claimed for income tax deduc- 
tion purposes changes. An individual may also increase the amount 
by agreement with the employer and a special entry on Federal 
Form W-4, Employee’s Withholding Exemption Certificate. This 
form provides the information needed to compute the income tax 
deduction and is completed by the employee showing the exemptions 
claimed. The Internal Revenue Service and others provide em- 
ployers with tables which show how much must be withheld accord- 
ing to the individual’s salary, number of exemptions claimed, and 
additional voluntary deductions, if any. 

The number and purpose of other payroll deductions will vary from 
district to district. 

When possible, deductions should be computed and spread equally 
over the pay periods of the year. Obviously, it is advantageous to 
have the same deduction for each item each pay period, and as few 
changes in the number of deductions as possible; therefore, changing 
and/or adding voluntary deductions such as hospitalization, savings 
bonds, or professional association dues might well be limited to 
certain periods during the year, for example, semiannually or 
quarterly. Generally, the school board approves the handling of 
such voluntary deductijn^ before the finance officer can provide this 
service. It is also good practice to require from the employee a 
written authorization for voluntary deductions or for changes therein ; 
this provides an official record and might preclude later misunder- 
standings. 

Payment of amounts due 

The net amount due to each individual is determined by subtract- 
ing the total of the deductions shown in columns 9 through 12 from 
the adjus;ted gross pay shown in column 7. This figure is then en- 
tered in column 13 and the warrant or check is written to the em- 
ployee for this amount. The check number is entered in column 14. 

The total of each of columns 9 through 12 indicates the amount 
that should be remitted to the agency for whom the deduction was 
made for this payroll. In the illustration shown on page 157, for 
example, the amount of $1,955.70 should be remitted to the Internal 
Revenue Service and $972.85 to the retirement system, and so on. 
The method of journalizing these amounts is illustrated in chapter V. 
To prevent incurring penalty or interest charges, the finance officer 
needs to be thoroughly familiar with remittance date requirements of 
the Internal Revenue Service and other agencies. 

On page 73, chapter V, the second entry on July 14 involves 
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liquidating encumbrances for the July 14 payroll. The entire fiscal 
year payroll was encumbered in the first journal entry on page 63, 
chapter V. With each succeeding payroll, a similar entry will be 
made to liquidate the amount of the encumbrance that has become 
an expenditure. This is consistent with the handling of items 
purchased: when the bill is paid, the expenditure is recorded and the 
encumbrance is liquidated. 

The reason for encumbering the entire fiscal year payroll and not, 
for example. Teaching Supplies, is that the payroll includes the total 
of all salary contracts, each of which is a contractual obligation. 
Therefore, this total is a definite amount, and, if there are no resigna- 
tions or additional personnel hired, agrees exactly with the amount 
actually expended for the year for salaries. The amount to be 
expended for Teaching Supplies, however, like that in most other 
expenditure categories, is not nearly as ascertainable and thus 
should not be encumbered for an entire year. 

It might be well to review again the reason for the encumbrance 
procedure. Essentially, encumbrances serve to commit funds. 
When the amount of committed funds is added to actual amounts 
expended and the sum subtracted from the budget appropriation, 
the yield is the amount of uncommitted funds. Thus, the financial 
picture is complete. If entries were not made for commitments, the 
school district would, at best, have only a rough estimate of the 
amount of its uncommitted funds. 

To facilitate the payroll encumbrance and liquidation, at the 
beginning of the fiscal year a summary such as that illustrated on 
page 161 is prepared. The basic requirements of this summary are 
to provide (a) a complete accounting for all personnel whose salaries 
should be encumbered, (b) a grouping of these salaries to show 
periodic and annual salary totals by budgeting classifications, and 
(c) a record of changes in personnel and salaries. The Payroll 
Encumbrance summary illustrates the adjustments in encumbrances 
totals including the resignation of Miss Jane Jones on the 24th and 
the signing of a new contract with 'Miss Mary Moore on the 27th. 

The relationship between the Encumbrance Summary, the 
Payroll Record on page 157 of this chapter, and the July 14 journal 
entry on page 71, chapter V, should be identified. It should be 
noted that the same amount appears for each expenditure classification. 
For instance, $715 is shown in all three for account No. 110, Ad- 
ministration. As mentioned previously, the Payroll Record serves 
as the source for the journal entry recording the payroll expenditure. 
This journal entry is then automatically followed (see p. 73, chapter V) 
by the journal entry liquidating the encumbrances for the exact 
amount of the expenditures. By referring to the Total Encumbered 
line in the Encumbrance Summary, and comparing the entry in the 
biweekly column for each expenditure classification with the cor- 
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responding amount of encumbrance liquidated, the accuracy of both 
the expenditure and the encumbrance liquidated can be verified. 



HYPOTHETICAL SCHOOL DISTRICT 1 

-L ENCUMBRANCE BI-WEEKLY AND ANNUAL SUMMARY { 
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It is inentioned on page 1 58 that deductions are sometimes made 
from an individual’s salary because of personal leave or sick leave in 
excess of the number of days to which he is entitled. In this in- 
stance, just as in the case of the $48.50 expenditure in the example 
on page 68, chapter V , the amount of encumbrance liquidated is the 
full amount originally encumbered and applicable to the expenditure 
in question. Any increase in remuneration covered by a change in 
the salary contract would be added to the Encumbrance Schedule, 
and thus would be liquidated as the expenditures are recorded. 
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Individual earnings record 

An Individual Earnings Record is required to report income for 
Federal income tax and other purposes. .It usually is arranged to 
parallel the payroll form, and is similar to the one illustrated on 
page 163. It is customary to use column footings to show the re- 
quired totals on hand-posted records, and to use separate ‘‘Year to 
Date” columns in machine accounting. Usually the heading of the 
Individual Earnings Record provides spaces for recording all of the 
information needed to calculate the gross pay for the individual. 

When the Individual Earnings Record is used to prepare the basic 
payroll document each month, or when the payroll is based on 
“exceptions” (reporting changes only), a “Standard Entry” line is 
frequently included on the earnings record. This procedure elim- 
inates the necessity for retyping unchanged figures each month. 
The figures are entered when the contract has been signed and the 
standard deductions are determined. From that point on, it is 
necessary only to use the same amounts each month unless an excep- 
tion, such as a change in salary rate or a change in deduction (s), is 
authori.7:ed. 

In the illustration on page 163, the salary placement is shown as 
III-5. The roman numerals indicate the academic level achieved 
such as I — bachelor’s degree, II^ — master’s degree. III — ^master’s 
degree plus 15 semester-hours, IV — doctor’s degree. The arabic 
numerals represent the number of years of experience recognized by 
the district for salary purposes. The contract period may be shown 
in this district either as 10, 11, or 12, depending on the number of 
months’ work required by the employee’s contract. The amount 
to be deducted per day for excess sick or personal leave is usually 
calculated and entered. The other spaces on the form are completed 
as indicated and are self-explanatory. The additional pay rate is 
usually shown on a per hour or per day basis for noncertificated 
employees. The Finance Officer generally needs only such infor- 
mation as is shown in our example, but may add more if the form is 
to be used as a personnel record. Completion of all individual 
earnings records is the last step in the payroll process for a given 
pay period. 

The earnings record is footed periodically to prove the accuracy 
of the postings and official totals are usually taken at the end of the 
fiscal year and at the end of the calendar year. Fiscal year totals 
are usually required in connection with the annual audit to prove the 
accuracy of the amount paid as compared with the contracts. Cal- 
endar year totals are required for reporting withholding tax or social 
security information to the Federal, State, or other agencies involved. 
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SUMMARY 

(1) A Payroll Record is a worksheet which includes all of the infor- 
mation pertaining to salary and deductions for eacli employee. 

(2) A complete accounting for all personnel having salaries to be 
encumbered, a grouping of these salaries to proA'ide periodic and 
annual salary totals by budgeting classifications, and provishnis for 
recording changes in personnel and salaries are included in the 

Payroll Encumbrance Biweekly and Annual Summary. 

(3) The Individual Earnings Record is maintained to keep a record 
of each employee’s earnings and withholdings. 
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CHAPTER IX 

Cafeteria Fund Accounting 



I One of the many responsibilities in the administration of a school 

j district is the management of the school lunch and food service 

program. 

The management of the food services program requires that 
records be kept of all financial transactions. Since the school 
district receives revenues for the operation of the food service from 
such sources as sales to pupils and teachers, and reimbursement 
from Federal, State, and sometimes local sources, a special fund is 
recommended with separate self-balancing accounts to give better 
financial control and a clearer presentation of revenues and expendi- 
tures. Recording these specialized transactions in a separate fund, 
often called the Cafeteria Fund, helps the school administration to 
analyze the operation and determine the cost of food services. 

The principles, procedures, and practices are basically the same 
as those illustrated in previous chapters for the General Fund. 

, One notable addition is a report or financial statement called the 

“Profit and Loss Statement” (sometimes called the “Revenue and 
Expenditure Statement” or the P. & L. Statement) which is illustrated 
later in this chapter. 

j The periodical inventory method 

! Most school food service operations use what is known as the 

periodical inventory method. An end-of-accoun ting-period in- 
ventory is determined by counting and listing all food and other 
supplies on hand for processing and resale the following month, 
and pricing those items in terms of cost. This procedure is called 
“taking a physical inventory.” 

The inventory thus determined is shown in the balance sheet as 
an asset. The bookkeeping procedure in the periodical inventory 
method requires the keeping of an Inventory account which will 
have a debit balance at the beginning of the month of 
Inventory 
10/1 6 , 000 | 
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and the Purchases account will have a zero balance at the beginning 
of the month: 

Purchases 

10/1 

In the periodical inventory method no entry is made to the 
inventory account during the month. Entries are made at the end 
of the month to clear off the balance of the beginning inventory, 
and a separate entry is made to record the new ‘‘end-of-the-month” 
inventory amount. Throughout the month purchases are debited 
to the Purchases account, and this account is closed each month in 
the same manner as all other expense accounts are. 

The financial transactions may be recorded in a separate General 
Journal as illustrated previously for the General Fund. Often a 
specifically designed set of books of original entry is used in a food 
service operation. 

Recording the original assets and liabilities, the estimated budget 
for the year’s operation, the receipt of the daily revenue from the 
school cafeterias as well as Federal and State subsidies, purchases, 
payroll, and all other routine transactions is done in the same 
manner as previously discussed. A repetition of a series of such 
transactions involving all the individual accounts wiU not be made 
at this point. Instead it will be assumed that the last day of the 
month has arrived and the final balances in the individual accounts 
will be used to prepare the monthly closing statements. 

The trial balance 

The Trial Balance shown below reflects the balances of the indi- 
vidual accounts, without any adjustments, at the end of the month. 

HYPOTHETICAL SCHOOL DISTRICT 
CAFETERIA FUND 

TRIAL BALANCE (BEFORE ADJUSTMENTS) 

October 31, 1966 



Ob«s1is 06bit Credit 

In Bank. $1,950 

Cashiers Change 200 

Petty Cash 50 

Accounts Receivable: 

Federal Platter Reimbursement 500 

State Milk Reimbursement 

Food and Supply Inventory — October 1, 1966 6, 000 

Accounts Payable $4, 800 

Fund Balance — October 1, 1966 3, 500 

Revenue: 

Sale of Lunches. _• 30, 000 

Federal Platter Reimbursement 300 

State Milk Reimbursement 700 

Food and Supply Purchases 17, 100 
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Debit 



Credit 



Freight and Cartage. $100 

Labor 600 

Payroll Overhead - 000 

Equipment Maintenance.. - 200 

Miscellaneous Expense - - 2, 600 



$39, 300 $39, 300 

Periodical inventory method-working papers === == 

On the next several pages are the various stages of working papers 
for closing the accounts and developing the financial reports at the 
end of an accounting period. Observe the following features in the 
working papers: 

(1) The first papers carry the final balance previously shown. 

(2) The column heading ProUt and Loss has been used in place 
of Revenue anJd Ex'pense. Either terminology is considered 
acceptable. 

(3) Columns for the adjusted trial balance have been omitted. 
Many accountants prefer to extend the trial balance amounts, 
as adjusted by the data in the adjustments column, directly to 
the statement (profit and loss and balance sheet) columns. 

(4) All the accounts in the ledger except the Profit and Loss 
account have been listed in the trial balance, including accounts 
which have no balance when the trial balance is prepared. 
In the ledger of an established school district fund, there may be 
several accounts that normally have no balances when the trial 
balance is prepared but acquire balances from the adjusting 
entries. In a Cafeteria Fund, Federal or State reimbursement 
accounts are an example. As platter or milk count totals are 
determined at the end of the month, the applications for re- 
imbursements are filed and thereby create accounts receivable. 
The reader may find it desirable to list such ‘‘no balance” 
accounts in the statement order in the trial balance of the work- 
ing papers; this procedure, by avoiding the addition of account 
titles below the trial balance, produces working-paper informa- 
tion more nearly in statement order. 

Stage 1. The working paper identified as stage 1 shows the con- 
dition of the papers after the following steps have been taken: 

(1) all working paper headings are entered, 

(2) the trial balance is entered, 

(3) the adjustments are entered. 

The journal entry for the adjustment shown in stage 1 is as follows: 



GENERAL JOURNAL 

CAFETERIA FUMP 



Page Z 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 
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00 
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00 
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Stage 2. The working paper identified as stage 2 shows how it 
appears after the completion of the following additional steps: 

(1) The balances in the Inventory (beginning) and Purchases 
accounts appearing in the trial balance have been extended to 
the profit and loss debit column. The sum of these two debits 
($6,000-i-$16,100— $22jl00) $22,100, is the cost of goods which 
were available for processing or resale during the month; 

(2) The ending inventory, $6,400, which does not appear in the 
trial balance, has been entered in the working papers in two 
places; 

(a) in the profit and loss column, because it will appear in 
the profit and loss statement as an element of the compu- 
tation of the cost of goods sold; it is entered in the credit 
column because it is a deduction from the opening inventory 
and purchases, which are debits. The profit and loss columns 
now have a debit balance of $16,800, the cost of goods sold; 

(b) in the balance sheet debit column, because the ending 
inventory will be shown in the balance sheet as an asset. 

Stage 3. The working paper identified as stage 3 shows the com- 
pletion of papers after the following steps: 

(1) All trial balance column and adjustment column figures 
have bean transferred to their proper places in the profit and 
loss columns, the fund balance columns, and the balance sheet 
columns; 

(2) The net revenue balancing figure on the debit side of the 
profit and loss columns is balanced by a credit entry in the fund 
balance columns; 

(3) The sum of the credit balances of the fund balance at the 
beginning of the period plus the net revenue credit amount are 
balanced in the fund balance columns by a debit entry which 
requires a credit entry on the balance sheet to show the fund 
balance as of October 31 for the end of the accounting period. 

Many school districts receive donated food commodities for use 
in the school lunch program. Such commodities are usually made 
available by the U.S. Department of Agriculture. Usually the only 
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costs to the school district are freight, delivery, and storage. The 
receipt of these commodities is not recorded as income; however, an 
entry, based on current market prices, should be made to show 
acquisition and valuation of the donated assets (debit the Donated 
Inventory account and credit the Fund Balance account) . This 
valuation would be used for balance sheet and inventory purposes. 
An inventory of surplus commodities is requited and is kept separate 
from the purchased inventory. 

Closing entries 

The closing entries under the periodical inventory method are 
shown below. Observe that, in these entries, the beginning 
inventory is removed from the Inventory account by a credit, and 
the ending inventory is debited to the Inventory account. 

GENERAL JOURNAL 

CAFETERIA FUNV Page_i 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 




CREDIT 

AMOUNT 




-jm 

M 2 1 






31. ZOO 1 


00 








31 ^ 1966 




6.400 


00 








VhnLJit and LoAA 








31.600 i 


)0 




T/> nPnAo account (Vfid hzt. 














u» zndina 














VhaLxi. and — 




36.600 


00 








Jnuenjto/iU - Oat^ K 1966 








6.000 


00 




J^nnd and ^itnnPtJ PllAC.hCLAZ6 - 








17.100 


00 












WL 


M. 




hnpyQnr nmi — Ltind tmir 

/ nknh 








9.600 


00 




VnuhffPP OiiPJtkpad 








1.000 


00 




V/Ht! i vwAOint WnJnJ’pnanc.Q. 








200 


00 




l\xAcpJUianQ.oiiti ExoenAC 








2*600 


00 




To c£o4e tkp. accounts and 














/iPMnuc the bcolnnina inucntofitf 














tke Invcntofiu account* 














and Lo66 




1*000 


00 






j t 










l.COO 


00 




To tkQ- V)ioiJit and Loii af’courti.j 











After the above entries are posted, the Inventory account and the 
Profit and Loss account will appear as follows: 

Inventory 



lC/1 6, 000 

10/31 


— 


6, 000 





10/31 6, 400 


— 







168 




STAGE 2 



o 



HypothztLcaZ School Vl^Vuct, Ca^ttfiAia Fund 

Wo/iking PapoM 

Fo/i tkz oj Octobf>A, 1966 





T/Ual Balance 


Adju6tmenti 


Pfioiit S Lo66 


Fund Balance 


Balance Sheet 






















Ca6h: 






















Jn Bank 


1,950 




















Cci6hieM Changz 


200 




















Pztty Ca&k 


50 










































Accounti Rzc&ivabl&: 






















ftdtAoZ Ktmbiuamtnt 


500 




















State. UiZk A.eMnbuu orient 


-- 




i00{a) 
















Food S Suppti/ lnv&ntofiy-Oct,1 ,1966 


6,000 








6,000 












Accounti Payable 




4,800 


















Fund Balance - Oct, 1, 1966 




3 , 500 








































Revenue: 






















Sale 0(5 LunchM 




30,000 


















FedeAot fielmbuMement 




300 


















State M,lk ReJmbuA^ement 




700 




200[a) 














Food 6 Supply PuAchoiei 


17,100 








17,100 












Freight 6 Cafttage 


100 








100 












Labo/i 


9,600 




















PayKoll Overhead 


1,000 




















Equipmen/" Maintenance 


200 




















Miicellaneoui Expeme 


2,600 






















39,300 


39,300 


2W~ 


200 














Food & Supply Jnventofiy-Oct, 1,1966 












6,400 






6,400 


























(a) To fiecofid adjuitment of^ 






















acotued revenue on State Milk 






















ReUn\b m&k of Oct. 2 5- 3 1, J 966 
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HypotheXicaJL School VibttvicX., CajUiMA Fund 



STAGE 3 



UoAlung PapeM 



Fofi the Month oj October, 1966 





TfUal Balance 


Adjuitmenti 


PHoiit £ Loii 


Ftind Balance 


Balance Sheet 
























CaAh.t 






















In Bonfe 


1,950 
















1,950 




CaihieM Changz 


200 
















200 




Petty Caih 


50 
















50 




Ac.eou.nti> Rccetvabic: 






















fedeAol RettnboAimcnt 


500 
















500 




State tiitk RetmbuA^ement 


— 




200 {a) 












200 




Food £ Supply Invcntony-Oct. 1 , J 966 


6 g 000 








6 g 000 












Accounts Fai/able 




4 ,S 00 
















4 , SOO 


Fund Balance - Oet. K 1966 




3,500 












3,500 






Revenue: 

Sale 0 ^ Lunches 




30 g 000 








30,000 










FedeJiaZ Retntbufuement 




300 








300 










State Mtlk RetmbuAiement 




700 




200 (a) 




900 










food S Su)op£(/ PuJichatel 


17,100 








177TW 












F Height 6 CaAtage 


100 








100 












Labo^ 


9,600 








9 g 600 












Payroll OveAhead 


1,000 








1,000 












Eoulpn^ent Maintenance 


200 








200 












Ml 6 cetlaneoiit Expense 


2 g 600 








2,600 














39,300 


39,300 


200 


200 














food S Supply lnventoKy~Oct* 31 f 1966 












6,400 






6,400 




Net Income Mon^fi oi( Oct^g 1966 










1,000 






1,000 
















37,600 


37^600 










fund Balance ** Oct* 31 g 1966 














" 4,500 






4,500 




^ A A ^ J J ^ ^ 




M C #■/» 


1 Ph Pn 




npvit InK 


4,500 

ooeek 


4,500 
Oct. 25 - 


9,300 
■ 31 . 1966 


9 f_ 3 ££_ 



I ! 






i 

i 

I 

I 

I 

I 

I 

I 



i 




Taking the figures from the working papers, the financial state- 
ment called the Profit and Loss Statement would then appear as 
follows : 

HYPOTHETICAL SCHOOL DISTRICT 
CAFETERIA FUND 

Statement of Pbofit and Loss 
FOB THE Month of Octobeb 1966 

Revenue : 

Sale of Lunches $30,000 

Federal Reimbursement 300 

State Milk Reimbursement 900 $31, 200 



Deduct Cost of Food Sold: 

Beginning Inventory October 1, 1966 $6, 000 

Food and Supply Purchases 17, 100 

Freight and Cartage 100 



Cost of Food and Supplies Available for sale $23, 200 

Less Ending Inventory October 31, 1966 6, 400 



Cost of Food Sold 16, 800 



Gross Profit $14,400 

Deduct Operating Expenses: 

Labor $9, 600 

Payroll Overhead 1, 000 

Equipment Maintenance 200 

Miscellaneous Expense 2, 600 



Total Operating Expense 13, 400 



Net Income for Month of October 1966 $1, 000 



Again taking the figures from the working papers, the Balance 
Sheet for October 31, 1966, would appear as follows: 



HYPOTHETICAL SCHOOL DISTRICT 
BALANCE SHEET 
CAFETERIA FUND 
October 31, 1966 

Current Assets: Current Liabilities: 

Cash $2,200 Accounts Payable 

Accounts Receivable: Fund Balance 

Federal 500 

State 200 

Food and Supply 
Inventory 6, 400 



$9, 300 



$4, 800 
4, 500 



$9, 300 



In summary, the financial transactions for a Cafeteria Fund may 
be kept, using the same principles, procedures, and practices as 
were used for the General Fund. The addition of the Profit and 
Loss Statement is an essential management tool alerting the school 
food service director and the school administrator to any situation 
where expenses start to exceed revenues, allowing them to take the 
necessary corrective action. 



Summary 

Cafeteria Fund accounting differs from other public school ac- 
counting in that (1) the statement relating to revenue and expendi- 
tures is called the Profit and Loss Statement. (2) sales (of school 
lunches) are major sources of revenue; and (3) a monthly (periodic) 
inventory is required. However, the same principles apply to 
Cafeteria Fund accounting as apply to the General Fund. 
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CHAPTER X 



Debt Service Accounting 



Most school districts, like most individuals, find it necessary 
to borrow money when building new facilities. An individual 
usually signs a “mortgage,” but a school district customarily 
sells “bonds” or “revenue certificates.” 

A mortgage is an agreement entered into between the party bor- 
rowing the money and the lender, whereby the borrower's interest 
in the property is transferred to the lender for the purpose of creating 
a security for the debt. If the debt is not paid, the lender can, 
through proper legal procedures, have the property sold and the 
proceeds used to repay the amount owed. Because the market for 
school buildings is small, and since the school district usually needs, 
in addition to the construction cost of the building, money for 
furnishing, equipping, grading, paving, etc., mortgages are not 
normally used in public school financing. 

A bond is simply a promise to pay. Its only value is based on the 
integrity of the school district and on the security of the sources of 
income from which the school district plans to repay. The charge the 
lender makes for the use of the money (interest) is determined by 
his opinion of those two factors and also by other opportunities to 
invest money (the conditions of the bond market, for instance). 

Bonds may be divided into two broad categories on the basis of 
the source of revenue used for repayment. If the payment is to 
come only from income produced by the building, the term “revenue 
certificates” is generally used. This type of financing might be 
used in connection with a stadium where admission will be charged 
or for a dormitory where rent will be collected from the occupants. 
It is not usually used in connection with school buildings; however, 
in a few cases some other agency erects the building and then rents 
or leases the building to the school district. The other agency 
could finance the construction with revenue certificates, but the 
only obligation the school district would have would be the payment 
of rent. 

The type of bond most frequently issued by school districts de- 
pends on the income from a tax levy for the money to pay the 



o 
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obligation. This is called a “full faith and credit" bond (usually 
called a bond) because the taxpayers of the district have, generally 
by an election, agreed to assume the obligation and to pay the 
taxes necessary to meet the payments as they come due. The 
holder of the bond can therefore rely on the full faith and credit 
of the entire district to pay the obligation. 

Bonds may also be characterized by the way in which payments 
are to be made. If payments must be made only to. the recorded 
owner of the bond, they are called “registered bonds" since the 
name of the owner is recorded in a register kept for that purpose. 
If payment is made to the person holding the bond (without the 
district having to determine how he got possession), they are known 
as “bearer bonds." Bonds can be registered by both payment of 
interest and payment of principal or registered by the payment 
of principal only, with the interest paid to the holder. Where the 
interest is to be paid to the holder, coupons are printed as a part 
of the bond document. Each coupon represents the interest due 
on that particular bond for a certain specific period of time. The 
school district is required to pay the interest represented by the 
coupon to anyone who properly presents it for payment. 

Bonds may also be classified as “callable" or “noncallable" 
depending on whether or not they can be paid before maturity. 

With this background in mind, let us look at the problems which 
the finance officer of the school district will face in setting up the 
bank accounts and the necessary financial records to properly record 
the transactions which will take place during the life of "the bond issue. 
Since some of these problems can be eased or made more burdensome 
depending on the wording of the bond resolution, it is usually advisa- 
ble for both the school district attorney drawing the bond resolution 
and the school finance officer to be familiar with the accounting 
problems and procedures involved. 

Only in very small bond issues where all the bonds are to be sold 
locally does the school district ever make a direct payment to the 
holder of the bond. It can, of course, be done, and the bond resolu- 
tion usually states that it can be done. In practically all issues, 
however, a bank is designated as the “paying agent." It may be a 
local bank or a commercial bank located in one of the major cities. 
The name and address of the pa3ung agent is printed on the bond 
and on each coupon, and the pa3nng agent, for a fee, makes the 
individual payments through regular banking channels. The 
school district sends its check to the paying agent for the total 
amount due far enough in advance to permit the check to clear before 
the bonds or coupons are actually due for payment. The paying 
agent reports to the school district periodically the amount of money 
received, the bonds and coupons paid, and the balance on hand. 
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The paying agent will also take over the duty of registering the 
owner, destroying the paid bonds and coupons, and preparing and 
certifying a ‘‘cremation certificate” showing what items have been 
paid and destroyed, or returning the paid bonds and coupons to the 
school district. 

In this last discussion there has been no mention of accounting 
forms. This has been done deliberately to emphasize the role of the 
paying agent and to point out the disadvantages when the school 
district serves as its own paying agent. When a bank acts as paying 
agent, it serves in a trust capacity. The school district has met its 
obligation when it remits the total amount due prior to the maturity 
date; it can record the entire transaction as a payment of interest or 
as a retirement of the debt, whichever is appropriate. If the holder 
of the bonds or the interest coupons does not present them promptly 
for payment (and it is by no means rare for some to be presented a 
year or more late) there are no additional entries to be made in the 
district’s accounts, and, even more important, the reputation of the 
school district for meeting its obligations when due is protected. 
Such a reputation is a major factor in the ability of a school district 
to sell additional bond issues at a reasonable interest rate. 

Bonds are usually sold and delivered after the date interest begins, 
and accrued interest must be taken into account. If $100,000 of 
4-percent bonds were sold at par plus accrued interest a mOnth after 
the date of the issue, the entry in the district’s records would be: 

April 1 Cash. $100,333.33 

Bonds Authorized $100, 000. 00 

Bond Interest Expense 333. 33 

Hold $100,000 worth of 4-percent bonds dated 
March 1, at 100 (par) plus accrued interest. 

The accrued interest will be used to aid in meeting the first interest 
maturity that comes due. 

Bonds may not, however, always be sold at face value (par). 
There are many reasons why a buyer may be willing to pay more 
(premium) than the face value. For example, the interest being 
offered may be considerably more than the investor can get else- 
where, or the premium may be used to adjust the net interest cost 
over the life of the bond to a fractional amount that would be im- 
practical to pay in annual or semiannual installments. For example, 
4-percent interest payable semiannually works out to $20 per 
thousand dollar bond in each payment. A net interest of 3.83 percent 
might be the best bid. Such a rate could, however, cause complica- 
tions in calculating the individual interest payments. Paying a 
premium on the purchase of the bond would, however, have the 
same result. If the bonds were sold at a i)remium, the entry would be : 



$104, 333.33 



April 1 Cash 

Bonds Authorized.. $100,000.00 

Bond Interest Expense 333 . 33 

Premium on Bonds Payable 4, 000.00 



Bold $100,000 worth of 4-percent bonds dated 
March 1, at 104 plus accrued interest. 



The accrued interest and bond premium should be absorbed in the 
first bond interest payment. 

In many school districts the law or regulations require that the 
bond proceeds used for construction be in an entirely separate fund 
from those used for the payment of interest or principal. This is 
sound financial practice. The amount of the accrued interest and 
premium should, therefore, be transferred to the appropriate Debt 
Service Fund as soon as it is received. 

The following problem has, however, been chosen deliberately 
to illustrate a wide variety of transactions. Please understand that 
modifications may be necessary to meet the legal requirements of 
any given school district. 

Example: 

The school district validates $100,000 worth of serial bonds on 
February 1, and sells them on March 1 for 4 percent at 101 plus accrued 
interest. The bonds are dated March 1, but are not delivered 
until March 15, and cash is received at that time. The laws and 
regulations, as well as the bond resolution, require that the district 
maintain a Debt Service Fund for the payment of interest and 
principal. The bonds are not registered, interest is payable semi- 
annually, and the paying agent is the Ultimate National Bank of 
New York. The principal is to be paid off in 20 years. 

The journal entries covering the receipt of the bond proceeds and 
setting up the appropriation in the Bond Construction Fund are 
included in chapter XI. This example will start with the receipt 
of cash representing the premium and accrued interest. 

The journal entries from March 15, through the following June 
30 (the end of the next fiscal year), in the Debt Service Fund should 
be carefully studied in connection with the outline of the provisions 
given above. Certain transactions, such as the receipt of tax 
revenue, are assumed to take place on the dates specified. The 
posting of the ledger accounts is illustrated, but appropriate trial 
balances as of June 30 should be prepared for both the first fiscal 
year and the second fiscal year prior to the posting of the closing 
entries for the second fiscal year. After the closing entries have 
been made, a closing statement of Assets and Liabilities and Revenue 
and Expenses should also be prepared. Refer to chapter VI if any 
of these entries are not understood. 
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The entries to set up the books for the next fiscal year, beginning 
I July 1 , would be as follows : 
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PCQihiAzd ShiktnQ Eand ContAcbutton 


2013 


5,000 


00 








RcscAoc Fund 


2014 






5J00 


)0 




To KQ.c. 0 Kd tAanl,(^eA J 0 (, 1it. o^ tivo an- 














nuat tnttcMmcnts^ to PcscAvc Fund. 


























3 


JnveAtmcnts 


1550 


4.000 


00 








AccAucd JntcAett PfuAchcu^d 


1531 


40 


00 








Ceuh 


1501 






4,040 


10 




To AccoAd puAckasc 0 ^ STSV 4% Bondi 














dated 111155. at poA plot accAued in- 












1 


tzKUt. Bonds H 151 /1 55 ai Jnvu^&nt. 
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GENERAL JOURNAL 

VEBT SEmCE FUfJV Page_5 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


-rm — 

Jun^ 1 




2050 


ULj 


OH, 








Paulna AqwU Cka/iazA 


2052 






10 1 


W 




To fLQ.(LOKd mulna ckcuigo^ ol 














$K00 peA bond and .05 coudow. 














BondA 1/5 /L{LluAn2.d and aoupoM _ 








































1 


Vaulna Aao,ntti CkcuiaeA 


2052 


10 


00 








Co6h 


1501 






10 


00 




To /Le.aoA.d pamznt to_pa\ilng..agtntj. 




























Claiming Ent^e^ 












30 


Fund Balance. 


2010 


50 


00 








Revenue. 


2030 


12.950 


00 








Es totaled Revenue 


2020 






13,000 


OIL 




To cloAe Revenue and Ehtmazed 














Revenue to Fund Balance* 


























30 


AY>p/LO]p/u.attonA 


2040 


S^OOO 


00 








Fund Balance 


20J0 






151 


52- 




ExpendltuKet 


2050 






7,B48 






To cio6e EKnendUtu/icA and Ar>mo)p/Ua- 














tlonJt^ to Fund Balance* _ . 
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Account- CcL&h 



GENERAL LEDGER 

VEBT SERVICE EUNV 
Account ^ JLML 



VEBT SERVICE FUND 

Account ArrAue.d lnt.e.ncL!,t PuAc.ha6 &d Account >1 _iilL 



Account I 



GENERAL LEDGER 

VEBT SERVKE FUNV 

Account ^ J-550_ 



Account oondA 



Account ^ 1630_ 



Account Bond^ J^acfabjLc. 



Account ^ -1640. 



Pagr 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 




IJF] 


— 

J5 




VSJJ 


1.166 


67 


1967 

A4q, 


)0 




P5J? 


2,000 


00 


Alin * 


J 




VSiJ2 


.^m.T T 

4,395 


00 


CcX. 


15 




J2S13 


5_ 


QJL 




L- 

/ 




PSJ3 


6,185 


fQ 


mi 


12 




mi 


7,000 


01 


QcJi. 


r 




PS 13 


1^214 


ajL 


MnA. 


2 




J2SJA 


4^040 


OA 


1 f 


— 

7 




VSJ3 


515 


00 


June 


1 




PSJ5 


10 


00 


m 

Jun^ 


— U 
J 






520 


OO 














fob. 


1 




VSJ3 


121 


JO 
















— i— 























Page L 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 

— — T"“ 




3 




VSJ4 


40 


00 










1 

























Page 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 




mi 


2 




VSJ4 


4,000 


00 






















GENERA 


iL 


LED 


GE 


:r 









DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF, 


CREDIT 

AMOUNT 




mi 


15 




VSJl 


IGO.OOol 


00 


-eb. 


11 




VSJ4 


5.000 


00 










general' 


led 


Gl 


:r 









DATE 


explanation 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 




mi 


10 




DSJ4 


5.000 


00 


m; 


15 




VSTl 


100,000 


oc 
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Account- SnndA 



GENERAL LEDGER 

DEBT SEmCE FtiWD 

Account ^ JA41 



Page , 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 




1 0 








QQ 


w 


10 




nsM 


5,00ojjlil 


tsiu 


f i 





















Account Fund B(tt(incs. 



GENERAL LEDGER 

DEBT SERVICE FtiWD 
Account ^ .201 0_ 



Page . 



R&qu^Ae.d SinlUng 
Account Fund C(mt.fLibu.tiou, 



GENERAL LEDGER 

DEBT SERVICE FtiWD 

Account ^ 2013- 



Accouni Fimd 



GENERAL LEDGER 

DEBT SERVICE FtiWD 

Account ^ 2014- 



Account E&t/Un^u tpd Ravamig,- 



GENERAL LEDGER 

VEST SERVICE FtiWD 

Account ^ 2020- 
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DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 




Wu 


1 




D5JJ2 


g.ooo 


00 


iidl 


1 




mi 


13^000 


M 


uiLy. 


/ 




P5J2 


5,000 


00 


mi 

June. 


10 




mo. 


151 


11 


vm 

lime. 


-30 




DSJ5 


50 


00 








— 
















1 1 







Page , 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 

1 | — 


jm 


1 




VSJ4 






I 




mi 


5,000^ 




















1 



Page , 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 

M 














1968 


_L 




vs 14 


5,000\01 












Ml 1 








1 



Page 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 




1757 

llllu 


i 






1i,000 


00 




M 




ESJi 


li,000\M 




















1 



■LMi 



I 

1 






GENERAL LEDGER 

PEST SEmCE rm Page 

Account ■ Rg-uanug Account ^ _I030 



DATE 


EXPLANATION 


POST 

REP, 


1 

DEBIT 

AMOUNT 


1 

DATE 


EXPLANATION 


POST 

REF, 


CREDIT 

AMOUNT 


W6'i 

June 


30 




P.S75 


12,950 


QO 


19^7 

\ua. 


; 




PSJ2 


4,395 


















; 




VSJ? 


6,735 


P( 
















; 




mi 


7,2 7 4. 


li 
















; 




mi 


ill 


JU 














I96« 

T/iw._ 


; 




mi 


5UL 


oc 














-P,b. 


/ 




1?.S T.? 


m. 


M 



























GENERAL LEDGER 

VEST SERVICE FUW Page __1 

Account \ppfiopfU.ationi Account ^ .2040 



DATE 


EXPLANATION 


POST 

REF, 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF, 


CREDIT 

AMOUNT 


im 

Itmo 


3L 






fi^ono 


W 


mi 

Itiiy 


1 




7?S 12 


^,000 V- 
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GENERAL LEDGER 

PEST SERVICE FUNV Page 

Account Account ^ — iPSP 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 


7967 

wa. 


10 




PS12 


333 


33 


,963 

7uwe 


30 




PSJ5 


7.343 


31 


OcJt. 


15 




VSJ} 


5 


00 














mr 


11 




PSJ4 


5,000 


00 
















11 




p<;;4 


2^000 


00 














June. 


1 




VSJ? 


10 


00 







































GENERAL LEDGER 

PEST 5:FRPICE FUNV Page 

Account Bond h/vte.hQJ>t ExoenAa Account ^ 2057 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 


7967 

Uj/1 . 


10 




P.S72 


2,000 


00 


',967 

knh . 


15 




PSli 


1,166 


Jd 


L9iS 

•ab. 


1i 




VSJ4 


2,000 


00 




10 




PSJ2 


111 
















19M 


11 




VSJ4 


2,000 


00 














rn 
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GENERAL LEDGER 

PEBT SEmCE FUM) Page __I 

Accounf FoLuina Kazntl> Cha/iaei Account ^ 2i)52 



DATE 


EXPLANATION 


POST 

REF, 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF, 


CREDIT 

AMOUNT 


0(Ui 






P5J3 


5 




TW7 

Peti 




1 


!Sii_ 


5_ 


QJL 


Jam 


1 




VSJ5 


10 


00 


June 


1 




VSJ5 


10 


00 



























Anytom School Vlitnlct 
Sinking Fund 
Tulal Balance 
June 30, 196S 





Account Title 


Acet. 

No. 


Vebit 


CKedit 




c<uk 


1501 


1.061 


61 








Bond JnteAe^t BxveMc 


2051 












Amount needed Aon PetlAetnent oi Bondi 


1630 


95.000 


00 








Bond& Pa^table 


1640 






95,000 


00 




Pauina Aacnt6 CkoJiaCA 


2052 












MatuAcd Bonds 


1641 












Estumted Revenue 


2020 


13.000 


00 








Reupjiue 


2030 






12,950 


00 




fund Balance 


2010 












App/top/tiations 


2040 






S,000 


00 




ExpencUtofies 


2050 


7.S4S 


33 








RequiAed Reserve 


2013 












Re&eAve Fund 


2014 






5,000 


00 




Investments 


1550 


4,000 


00 








Accrued JnteAest Pu/ichased 


1531 


40 


00 












120,950 


00 


120,950 


00 






1 











ANYTOWN SCHOOL DISTRICT 
SINKING FUND 
Closing Statement 
June 30, 1968 



Cash - $1,061.67 

Amount Needed for Retirement 95, 000. 00 

Bonds Payable 

Reserve Fund 

Investments 4, 000. 00 

Accrued Interest Purchased 40. 00 

Fund Balance 



$95, 000. 00 

5 , 000 . 00 

101.67 



Total 



$100,101.67 $100,101.67 
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Bond registers and accounts with paying agents 

If the terms of the agreement with the paying agent do not call 
for the trustee to provide complete service, but rather to pay only 
the items presented and then to return the paid bonds and coupons 
to the district, it will be necessary for the district to keep two addi- 
tional records. 

Even though funds transmitted to paying agents are immediately 
recorded as expenditures, it is necessary to set up a simple subsidiary 
ledger account and to post it when funds are transmitted, and when 
paid bonds and coupons are returned. 



Paying Agent 



Date 


Amount 

Remitted 


Date 


Canceled 

Items 

Returned 


8/10 


$2, 000. 00 


10/15 


$2, 000. 00 


2/11 


7, 000. 00 


6/10 


7, 000. 00 


Etc. 

1 


Etc. 

1 



; In addition to the ledger account, it is also necessary to maintain 

; a Bond Kegister to record the actual numbers of the bonds or 

I coupons that have been returned, so that the actual number of the 

bonds or coupons that have not been presented for payment can be 
ascertained. 

* The form of the Bond Register varies widely. In some cases it 

I provides space for the actual bond or coupon to be pasted in the 

register. Usually a date is stamped instead of pasting in the actual 
document. A vacant space indicates that the item is still outstand- 
ing. This reduces the size of the register considerably, but increases 
the possibility of error since an inexperienced clerk may date every 
space when the money is remitted to the paying agent. 

The appropriate space should not be stamped until the bonds or 
coupons have been received. The date used should be the date the 
' documents are received from the paying agent as shown in the Pay- 

ing Agent’s ledger account. A convenient form of Bond Register is 
illustrated on pages 188-189 . This register can be expanded to fit any 
size issue simply by additional pages rather than printing the form 
specifically for each issue. 

The amount of money represented by the unstamped spaces in 
the Bond Register should be identical with the balance in the Pay- 
ing Agent’s account if aU payments have been made when due and if 
I all paid bonds and coupons have been properly stamped in the 

register. 
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The ledger account with the paying agent should be reconciled 
with the statement submitted by the paying agent. This reconcilia- 
tion follows the basic princ-iples of re(-onciling any bank statement 
except that unreturned paid bonds or coupons held by the paying 
agent for shipment to the school district at a later date should be 
taken into account. 



Debt senice statements 

lieports and statements concerning bonded indebtedness are 
necessary for budgeting and tax levy purposes and also for presenta- 
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tion to community and other groups concerned with financing educa- 
tion, A single statement can frequently serve both purposes, 
especially if it is updated yearly. 

On page 190 is a sample of an Analysis of Bonded Debt and Interest 
statement that shows the transactions during the current fiscal 
year for budget purposes, the total debt outstanding, and the amount 
that will be needed to be provided each year. The figures on this 
statement are illustrative only; they do not tie in with any other 
figures in this text. 
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SUMMARY 

(1) A Bond is a promise to pay money. 

(2) School districts normally finance the construction of school 
buildings by issuing Bonds. 

(3) A Bond Register is used for recording the actual numbers of the 
bonds or coupons that have been returned (redeemed) ; consequently, 
it also shows the amounts outstanding. 



(4) There are various Debt Service Statements that can be prepared 
for budgeting and tax levy purposes as well as for presentation to 
the general public. 
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CHAPTER XI 

Construction Fund Acconnting 



The Construction Fund may receive funds from any or all of 
several sources. It may receive the proceeds from the sale of bonds. 
In some instances special tax levies may be assessed and collected 
for construction. Or, the General Fund levy may include an amount 
to be used for construction. 

Occasionally, construction funds are available for limited use — 
for example, for elementary school construction only or for junior 
high school construction only. In such cases, separate funds should 
be established to assure that funds are expended only in accordance 
with such limited use. If limited use of construction funds is not 
specified, one Construction Fund may be maintained. 

Some school districts employ their own construction personnel and 
build some or all of their own schools. Those districts must maintain 
records that reflect accurately all costs of construction — for example, 
salaries and building materials. Accounting procedures and forms 
for expenditures under this method of construction are similar to 
those used in expenditure accounting for the General Fund. 

Most districts construct school buildings by contracting with an 
architect to prepare plans and specifications and with a construction 
company to do the building. When this method of construction is 
used several new accounting terms come into use. 

For preparing plans and specifications the architect is paid a fee 
(Architect’s Fee) which is a percentage of onstruction cost. He is 
paid in several installments. His contract with the Board of 
Education may require that h’e be paid a certain percentage of his 
fee at the time preliminary drawings are submitted and the rest at 
intervals, for example, when construction is 25 percent, 50 percent, 
75 percent, and 100 percent completed. Or, the contract may 
require a payment of a percentage when preliminary drawings are 
submitted and the balance in installments which are a percentage of 
the construction contractor’s requisitions for payment. 

At the time the architect submits preliminary drawings, including 
estimated cost of construction, the following journal entry should 
be made — 
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Contract Encumbrances 
Reserve for ContraM Encumbrances 
To record esthnated architects fees {9 -percent of estimated 
construction cost) . 

As payments are made to the architect — 

Appropriation Expenditures 
Cash 

To record payment of architects fee {1 st InsUdlment) . 

The amount of the payment is liquidated — 

Reserve for Contract Encumbrances 
Contract Encumbrance. 

When the construction contract is awarded, contract encumbrances 
for the architect’s fee are adjusted. 

The contract for construction is usually awarded to the lowest 
competent bidder. Usually, contracts for construction require that 
the contractor submit requisitions for payment as construction 
progresses, and that from each requisition the school district withhold 
a percentage (usually 10 percent) pending satisfactory completion of 
the project. The amount to be withheld is called “Retained 
Percentage.” 

When the contract is awarded — 

Contract Encumbrances 
Reserve for Contract Encumbramces 
To record awarding of contract to PDQ Construction. 

As payments are made — 

Appropriation Expenditures 
Retained Percentage 
Cash 

To record expenditures, retained percentage withheld, and cash 
payment to contractor. 

Appropriation Expenditures is debited for the full amount of the 
requisition; Retained Percentage is credited with the amount to be 
retained; and the difference is credited to Cash. 

Encumbrances are liquidated for the full amount charged to 
Appropriation Expenditures. 

When construction is satisfactorily completed, retained percentage 
is released by — 

Retained Percentage 
Cash. 

Following are the transactions that will be journalized to illustrate 
the accounting necessary for the Bond Construction Fund: 




I 
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Bond construction fund journal 

February l"~Bonds in the amount of $100^000 are authorized by 
referendum. 



GENERAL JOURNAL 

B(W COUSTmCTTOM FUW Page L 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF, 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 




Krmr/A Aiut.liohlzC^.ci - LlyLL&AacLd 


3010 


100,000 


M. 








RC.6CAVC ^on AiUkonlzzd 


3020 






100,000 


00 




To K(Lc.oHd oi bond 



























I 

r 



March l~Bonds are sold at an interest rate of 4 percent for 
$101,000 plus accrued interest; they are not to be delivered until 
March 15. 

GENERAL JOURNAL 

BOW mSTKUerm ruw Page_J 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 




Bond P/LOC.e.&d6 Re.aexvabi& 


1545 


10K000 


00 








Bond6 Au>tlio/Uz&d - Un^6u&d 


3010 






100.000 


00 




P/Lzmim on Bond& 


2031 






1.000 


00 




To ^itooAd Aale. of bonds cut 10 h int^ 














4S: to bo. doJLi\)eA^d Ma/ic/i 15. 



























March 15 — The bonds are delivered. 

GENERAL JOURNAL 

BOW CONSTRUCTION FUNV Page_i 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 
: REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


MoaH 15 


CoAh 


15Q1_ 


1Q1.1AA 


Jxl 








Rond PJforovdA ParoJvnbta 




w 




W,000- 


4^ 




Ac.c.fiue.d IntcA^t 


9.032 






lAA. 






To hQ.c.oh.d deJLLv&Jty of tko. bondA and 














AQtttmQ.nl. 
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General fund journal 

March 15— The General Fund budget for the fiscal year includes 
$150,000 for Capital Outlay — Buildings, which is to be transferred 
to the Bond Construction Fund at the time the bonds are sohl. 

GENERAL JOURNAL 

GENERAL FUfJV Page_l 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF, 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


MakW J5 


TAan&^eA to Bond ConAtAucjtlon Futtd 














C(\6h on VoYinAJt 


iti9n 












To fu^.c.ohd tJiakiAfo}! of CnpJt/iI Ont/nij 














avo^or)ntatLon. 













Bond construction fund journal 

March 15 — Premium and accrued interest are transferred to the 
Debt Service Fund. 



GENERAL JOURNAL 

BiW CONSTRUCTION FUNV Page_5. 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


UoAck 15 


Pfimltuni on BondA 


20^1 


1J0Q 


00 








AacJiuzd IntvieMt 


2032 


166 


67 








CaAk 


1501 






1,166 


67 




To KzcoKd tAanA^eA o^ mmlm and ac- 














cAue.d intvi^t to Ve.bt SeAvice, Fund. 



























March 15^ — $100,000 is appropriated to construction. 

GENERAL JOURNAL 

BONV CONSTRUCTION FUNV Page_i 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


NmcL 15 


ReACAve. fo/i AutlioAizzd 


3020 


100,000 


oo 








App^opAuhtionA 


2040 






100.000 


00 




$100^000 appfioriAiatzd to conAt^uctioni 














deXcUZ oA loliomx 














Acct. ^ Tttlz Atnount 














1210 CavitcJL OutZaU - Situ 10,000.00 


1210 












1220 Capital Outlau - BiUldinoA 75^000.00 


1220 












1230 CnpJtrLp HiMjiy - FqiLLomojAt 15,000.00 


1230 
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March 15 — $90,000 is invested in Treasury bills. 



GENERAL JOURNAL 

BOtJV mSTKUCnCH FLIHV page_i 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


up 

Maficn 15 




1550 


90,000 


00 








CflA/l 


1501 






90 000 


00 




To Ae,coA.d 



























March 15 — The Capital Outlay appropriation is transferred from 
the General Fund. 



GENERAL JOURNAL 

BOHV mSTKUCnOU mv page_l 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


15 


Cash on Tim^t 


1520 


150.000 


00 








Fund Balance, 


2010 






150,000 


00 




To Accord tAayUj^eA of Capital Outlay 














apphopnlatl.an GcneJtal Fund. 














CoAh Za on tJiw. dopoAit, [Ainov. Feb. 














1) iiiteACAt to be cAedited Aciru- 














annualln, June, 30 and VecembeA 3/. 














Alt. eoAningA to accAue to Bond Con~ 














AtAuction Fund. 



























March 15 — $150,000 of appropriation is transferred from the 
Fund Balance account. 

GENERAL JOURNAL 

BOhIV COUsnucriOU FUNP Page__4 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


uhU j? 


Ftind Bn9nv\{^o 


2010 


150,000 


OC 








kppAophJiatJionA 


9040 






150 non 


00 




To AccoAd appKopAlation of full anioun;!^ 


■ 












tAanAfoAAed^ detail oa follom: 














Acct, ^ Title hnount 














±220 Capj±al Ouftay - BiuJriltiQA 1^0^000 


1990 












1230 CapJtal fintl/nj - 


1230 
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May 1— J. P. Smith and Associates, architects for the cafeteria 
renovations at the Senior High School, submit preliminary plans and 
invoice in the amount of $4,275. The schedule for payment of 

architect’s fees has been agreed on by the board and architecb as 
follows : 

25 percent on acceptance of preliminary drawings. Balance 
at the rate of 9 percent for each construction requisition after 
construction requisitions reach a total of $47,500. The cost 
of construction is estimated at $190,000. At 9 percent, the 
architects fee is $17,100, and obligated. Twenty-five per- 
cent of $17,100, $4,275, is paid. 



GENERAUOURNAL 

BOHV mSTRUCTJO^J mV PageJ. 



DATE 


ACCOUNT TITU AND EXPUNATION 


POST 

REF, 


DEBIT 

AMOUNT 


CREDIT 1 

AMOUNT 


f / 
Maf/ 1 


Contract Encumb/Lonce^ 


2070 


17. 100 


oo 








Contract Bncmb/tance^ 


2012 






17* 100 


00 




To ^e.c.ond <vic.lute.rt/, 














i(oA ca^etzfila addition* VqXoaJc 














^oEZomt 














^ Titiz h\oimt 














1220 Ca&itaZ Outlau - Biuldina6 I7.I00.0fl 


1220 
























1 


Ajpjo^OK>ndcution ExpcndUtuizA 


2050 


4.275 


00 








CcLih 


1501 






4.275 


00 




To fie.c.ofid of. 2Bi of oac.IU- 














tzctU ^zz Iba^zd on zMtbmtzd co6t) : 














de^adl a6 loU.omi 














Azc^, ^ TitZz Amount 














1220 CanltaJL Outlau - BultcUmi 4.2 75.00 


1220 
























1 


eJtvz i< 0 A ContAaat EnzimbKanz^ 


2012 


4.275 


00 








ContAazt Encmb^anaz^ 


2070 






4,275 


00 




To tiowidatz zncumb^ancz^ tn amount 














oi( mmznt to ancliitzct* UoiUdatz 














$4^275.00 tn dztatl account 1220— 


1220 












Capital Outlau - Buildinai. 














\ r 











i 



June 15 — The construction contract is awarded in the amount 
of $185,000 to XYZ Construction Go. 



GENERAL JOURNAL 

mV COMSmCTlON FUNP PageJ. 



DATt 


ACCOUNT mu AND EXPLANATION 


POST 

RFF. 


DEBIT 

AMOUNT 


CREDIT 

Amount 


Jam 15 


Contnact Encmb/ianc^^ 


1070 


185,000 


00 








JeAeAve Xoa ContnacXe.d Bncmb/ianct6 


1011 






185,000 


00 




To KQ.aofid coyitAacX uxotk KV2 














V^jttLLl : 














Acct,^ TaXIq. Amouftt 














1210 CapLtn^ OiLtJaij - SuJIdluqA 1^5^000.0C 


1990 























June 25 — Purchase orders are issued for cafeteria equipment in 
the amount of $22,000, to be delivered and installed by October 1. 

GENERAL JOURNAL 

ElW CONSTRUCTION FUNV Page J 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


fW? 
June. 25 


PiiAchoAe. Ofide^h BncmbhanceJi 


2060 


11.000 


00 








— ReAgAUfc Pafiahcue. Ofid^A Encumb fiancee 


1011 






11.000 


00 




To KQ.ojoKd ^4uawce oi pu/ic,ha6e. ondeM 














Koa ca^eXvUa CQolme.nt, 














Acctt ^ TMe. Amount 














1130 Cattiitai Outlau - Eqatme^nt 11^000*00 


1130 

























June 30 — The bank notifies the superintendent of schools that 
interest of $1,875 has been credited to the schools on funds on time 
deposit (deposited February 1 at 3 percent) . 



GENERAL JOURNAL 

BONV CONSTRUCTION FUNP Page_i 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


JimiL.SO 


CoAk on Tajhhl VppoAJt 


1590 


1 fc75 


00 








Fund Balcinc.e 


1010 






1^fi75 


(10 




To AecoAc/ JintQ.neAt caAwed on timo. do,- 














\206it 0^ ilBO^OOO 5 monthA at 3i. 



























On the following pages journal entries are posted to the proper 
General Ledger and Appropriation and Expenditure Ledger accounts. 



I 
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Account Caih 



GENERAL LEDGER 

Bowp coNSTmcrm rm 

Account ^ ?50? 



Account Caih on Time. Ve.po&lt 



GENERAL LEDGER 

80 WP coumucnoN funv 

Account ^ >520 



Account 



BOW CONSTRUCTION FUNV 

Account ^ > 545 



Account Tnup-AiwigM/A 



GENERAL LEDGER 

BOND CONSTRUCTION FUNV 
Account ^ 1550 



Account Ftmd Balance. 



Account ^ 20‘i 0 



Page , 



DATE 


explanation 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 


1967 

i\£LA^ 


/5 




7-3 


101,166 


6 7 


[967 


15 




jri- 


1,166 


Ji2 
















15 






90,000 
















■toy 


1 




JbiL 


4.275. 














4.7 















Page , 



DATE 


explanation 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 




15 




J-4 


150,000 


00 
















30 




J-5 


i,m 


0(7 






















GENER/i 


oc/ 

iL 


LED 


iGE 


:r 









Page , 



DAT: 


EXPLANATION 

1 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 


Tm 


1 




;-2 


101.000 


00 


fW 


15 




J-3 


101.000 


oc 



























Page . 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 


1,907 

MA. 


J5 




J-3 


90,000 


00 










1 










GENERfi 




-ED 


IGE 


:r 







Page . 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 




fWT 

ilafi. 


15 




;-4 


150,000 


00 


mK 


15 




J-4 


>50,000 


od 
















?(> 




J-8 


K675 


M 










/^C>J oo o 


0€> 






BlS.oo 






OcA 
























1 
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er|c 



_ljl 



Account 



GENERAL LEDGER 

mzKve. PuAchcuz^^^ msnucTm mv 

Chdojt. Cntmmbfifinc'.e.i Account- ” >?nii 



Page _i 



DA 


TE 


EXPLANATION 


POST 

REF, 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 














,967 

funp 






T-7 


99^000 


00 



























GENERAL LEDGER 

Re-ie/tue BONV COMmUCTWN runv Page_I 

Account- ..Contract Enc.uimbfianc.(Li Account ^ ?ni<? 



DA 


TH 


EXPLANATION 


POST 

REF, 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF, 


CREDIT 

AMOUNT 










4,275 1 


10 


m? 

Uau 


; 




j-5 


J7, 100 


)0 
















15 




7-/5 


1S5.000 , 


^0 
























Pi? 



























GENERAL LEDGER 

BOW CONSTRUCTION FUNP Page _i 

Account JP/mnlum on Bonch Account 



DATE 


EXPLANATION 


POST 

REF, 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 


1&aI\ n 






1,000 


M 


s 


1 




J-2 


1,000 


pc 


1 





















GENERAL LEDGER 



BONP CONSTRUCTION FUND 

Account - Arpfiued ImtofioAf Account ^ 20 S? 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF, 


CREDIT 

AMOUNT 


/.967| ,, 

ll/i/r .115 




J-3 


U6 


67 


[967 


?5 




J-3 


166 


61 


1 























GENERAL LEDGER 

BONV CONSTRUCTION FUND Page 

Account AppfiopfUdtioni Account ^ 2040 



DA 


TE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 














'HI 

ioji. 


IS 




7-^ 


ion non 


00 
















15 




J-4 


150,000 


00 






















oc>o 


PC 



























I 

\ . ' 



o 

ERIC 



. i ii 



GENERAL LEDGER 

EONV CONSTRUCT JON FUNV 

Account A. ppn.opfLLajtLOn ExpondituA U Account ^ -2050 



Account 



PuA.chaiz Ondzn 
Encnmb^ncjLi, 



GENERAL LEDGER 

80NV CONSTRUCT! ON FUNV 



Account ^ - 2060 



GENERAL LEDGER 

BONV CONSTRUCTION FUNV 

Account CnutJiarJ ' Account ^ ^2070- 



Account 



Bond AwthofUzzd - 
UniiAuiLd 



GENERAL LEDGER 

BONV CONSTRUCTION FUNV 
Account ^ 30 JO 



RueAve. ioH. 

Account Aatho>u.ze.d Expznidi 



GENERAL LEDGER 

BONV CONSTRUCTION FUNV 
Account ^ 3020 
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Page , 



DATE 


EXPLANATION 


POST 

REF. 


1 DATE 
AMOUNT U 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 








J -5 


4,275 


ool 



































Page L 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 


196A 

Juwtfj 






T-7 


12,000 





































Page . 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 


\iatJ 


I 




T-5 


11, JM 


QQ 


tiaif 


/ 






4,275 1 


IIL 








1-^ 




dO 





























































Page L 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 


M7 




hi 


10D,000. 


00 


mk\\ 




, 7-2 


100,000^ 




F T 










1 t 








1 \ 



Page . 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 1 

AMOUNT 1 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 






J-? 


\MWf 

JOO,000\0CfQ.b. 


1 




j-r 


lOOMol 




1 






1 H 













APPROPRIATION AND EXPENDITURE LEDGER 

Account # BC-t2tO BONV CONSTRUCTION FUNO Page_I 

Account Description Cwoita Z 0uti.ai4-S.itu 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 


1 IKICA/I-. 


OBLIGATE 


LIQUIDATE 


CINV.UfVl- 

BRANCES.AI 

EXPENDI- 

TURES 


ND 


CUMBERJ 

BALANC 


:d 

E 


J967 

MoaIS 


>3 


10,000 


oo 


























10,000 


0() 











































































APPROPRIATION AND EXPENDITURE LEDGER 

Account * BC-1220 BOMV CcmTRUCTJON FUNO P°9e L 

Account Description CanuXaZ 0ut£ai^~Bu/ctdyinct6 







DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCES.AND 

EXPENDI- 

TURES 




OBLIGATE 


LIQUIDATE 


uiNcm- 

CUMBERE 

BALANC 


ID 

E 


1967 

MoaIS 


>3 


75,000 


OO 


























75,000 


00 


15 


J-4 


130,000 


OO 


























105,000 


10 


Mau 1 


J-5 






17.100 


00 






17.100 


w 










17JOO 


00 


187 JOO 


10 




J-5 










4,275( 


to 


11,815 


)0 


4.275 


00 


4.275 


00 


17.100 


00 


187,900 


10 


Tunis 


J-6 






185,000 


00 






197. «25 


)0 






4.275 


00 


101,100 


00 


2.900 


10 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account * BC-12H0 BONO mSTRUCTlON FUNO — *■ 



Account Description Cavltal OiLtlau-Bowimznt 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 


1 1 KICIt4_ 


OBLIGATE 


LIQUIDATE 


CIN^-U/Vl- 

BRANCES,AI 

EXPENDI- 

TURES 


ND 


CUMBERE 

BALANC 


ID 

E 


JUT] 

MoaIS 


>3 


15,000 


10 


























15,000 


20 

20. 


15 




10,000 


10 


























16,000- 


Jun25 


>7 






11,000 


00 






22.000 


10 










11,000 


00 


13,000 


10 







































201 



24,5-882 O— 67- 



■14 



A trial balance at June 30 shows the following: 



Bond ConitAuction Fund 
Tfiidt Balanc.e. 

June 30, 1967 





Account Title 


Acet. 

Wo. 


debit 


C/iedit 




Co6k 


1501 


5.725 


00 








CoAk on Tine Veoo^tt 


1520 


151, g?5 


QO 








JnveAtment6 


1550 


90,000 


00 








Fund Balance 


2010 






1,&75 


JO 




ReAeAve ^oa. PuAchoAe 0/ide/i Encumb/uinceA 


2011 






22,000 


)0 




ReAeAve Aok Contract Encumb/ianceA 


2012 






J97f«25 


)0 




AfDp/LopnlationA 


2040 






250.000 


10 




Af^moionAotlon EwendUu/ieA 


2050 


4.275 


00 








PuAckoAe OKdefi Encumb/tanceA 


2060 


22,000 


00 








HajfiOuiCLt Encumb/tanceA 


2070 


197,^25 


00 


























4/r/, 700 


oo 


¥7/. 700 


oo 



Entries to close the books on June 30 would be as shown below. 
Please note that the Contract Encumbrances are closed to Fund 
Balance and carried forward as an earmarked portion of Fund 
Balance and reappropriated as the first entry in the next fiscal 
year. An alternative method, which was explained on page 130, 
chapter VI, is to close the Encumbrance account to the Expenditure 
account. 



GENERALJOURNAL 

BONV CONSTRUCTION FUNV PageJ. 



DATE 


ACCOUNT TITLE AND EXPUNATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


)X 3» 


AiOK)^OK>/UationA 


2040 


250,000 


00 








Fund Balanco 


2010 






250^000 


00 




To cloAe App^OKthlatLanA account. 


























10 


Fund Balance 


2010 


219, &25 


JO 








ContJiacjt Encun)b/ianc^ 


2070 






197,825 


00 




PuAckoAc ()}!fiejL EnntmbhanroA 


2060 






22^000 


00 




To cloAe encmh/iance accountA, 


























30 


Fund Balance 


2010 


4,275 


90 








Aiovfioonlation ExpencUtuAeA 


2050 






4.275 


00 




To cloAe Anmoo^ation Exoenditu/ieA 














account. 
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A balance sheet is prepared. 



BOND CONSTRUCTION FUND 

Balance Sheet 
June 30, 1967 

Assets : 

Cash 

Cash on Time Deposit 

Investments 

Total Assets 

Reserves and fund l:>alance : 

Reserve for Contract Encumbrances 

Reserve for Purchase Order Encumbrances 

Fund Balance 

Total Reserves and Fund Balance 



5, 725. 00 
151, 875. 00 
90, 000. 00 



247, 600. 00 



197, 825. 00 
22, 000. 00 
27, 775. 00 



247, 600. 00 



On July 1, 1967 (the first day of the new fiscal year), the following 
journal entry is made and posted to set up the books for the new 
year. A new series of journal page numbers is used for 1967. 

GENERALJOURNAL 

BOW cowmen ON FUW PageJ 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


1 


Caih 


1501 


5.725 


00 








Caih on T-ime. Ve.i:ioi-U 


1520 


151^275 


00 








llWlLLtnVMtL 


1550 


00,000 


00 








RcACAue loK CovUfiacJt Encumb/iance^ 


2012 






/97.S25 


00 




RWeAi/e KoA PuAdin&e, OhazK FwcimtbAmtceA 


2011 






22.000 


00 




ftmd Balance. 


2010 






27.775 


00 




To im bnnhji f^o/L //ip. iiPiO 



























Unexpended appropriation balances on June JO are reappropriated 
by the board. Encumbrances on June JO, botli contract and 
purchase order, are still outstanding and must be set up on the books. 
The entry to do tliis is: 



GENERAL JOURNAL 

B(W mSTRUCTlOfJ FUW Page_2. 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF, 


DEBIT 

AMOUNT 


CRIDIT 

AMOUNT 




Contract Encmb/Lanc.(L6 


2070 


197^825 


po 








PuAahcue. Ofidvi E«cawifa/ia«ce4 


2060 


22.000 


00 








fund BaZancz 


2010 


25.900 


00 








KmKoxitviaXion^ 


2040 






245,725 


00 




To 6 at up appKopHtationi koK the. new 














^l6c.aZ yeoA and AecoAd. outstanding 














encumb/iancoA^ Vetatl a& ^oZiomt 














\cat,^ Tttta kppKopfiiate Encumbrnnce 














1210 Cap,0ut^^S^a& lOf.000^00 -D- 


1210 












mo Cap. Oat. -Mdgi 200,725.00 \07,t25.00 


1220 












mo Cap.OiLt.-Eqaip. 35,000.00 22,000.00 


1230 

























On July 1, the bank notifies the superintendent that, in accordencw 
with the Time Deposit Schedule (set up in February when the 
$150,000 was deposited on Time Deposit), $75,000 has been trans- 
ferred to the regular C-ash account. The entry would be as follows: 

GENERAL JOURNAL 

SCW COfJSmcnOfJ FUNV Page_J 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF, 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


/ 'ib! 

July 1 


Caih 


1501 


75^000 


00 








. Caili On T-uff’e. F)e.pobU: 


1520 






75^000 


00 




Ja-M.Q.c.o>id tAaab(,eA of, c.a&h ipeA 














^cheduie.) to Ca^h cLcccunt. 



























On July 3, XYZ Construction Co. submits a requisition for pay- 
ment in the amount of $31,500 for material on site (as per contract). 
In accordance with the contract, 10 percent of the requisition is 
to be withheld pending completion of construction. As required, 
the architect has approved the requisition. The entry to record 
payment and liquidation is as follows: 
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I 



1 

i 



GENERAL JOURNAL 

EOHV mSTRUCTJOU FUNV Page^ 



DATE 


ACCOUNT TITLE AND EXPUNATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


lj67 1 
wy ^ 


App/tnphlaJ-Jnn 


90^0 


■^,1 ^500 


QQ 








_ Re^tained PiAceMiaoz 


1650 






3 150 


00 




Caih 


1501 






f ' 

2S.350 


~y y 
00 




To fiacofid mmznt of, ^touJAltion 














Ve.tcU^ cii ^oUom: 














AacX, ^ Title. Amount 














1220 Capital Outlay - BiUIdingi 31,500.00 


1220 
























2_ 


ReAeAVfL fo/L CohtAa.ot fnrnn^b/tnitwctA 


2019 


31^500 


go 








Contract Encufnb/Lanc&& 


2070 






31.500 


00 




To Ugiiidat^ tfOK RagwUltion *1. 














__ Velallt 














Acct, ^ Title. Amount 














JIM Capital Oul/ai/ - RiiJldlngi 31,500.00 


1220 














1 












On July 18, requisition No. 2 is received from the contractor in 
the amount of $30,000. The folloM'ing entries are made: 



GENERAL JOURNAL 

BOHV COHSTRUCnOU runv Page_i 



DATE 


ACCOUNT TITLE AND EXPUNATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


iuly I* 


AppfiopfUation ExpendituAe6 


2050 


30,000 


00 








RiX(Une.d PeAcmtage. , 


1650 






3,000 


00 




Ca&k 


1501 






27.000 


00 




To AecQ/td payment oif Ke.qiuAltion H. 














VeXoAl oA joilomt 














Acot, ^ Titlz Amount 














±220 Caaltal Outtaj/ - Biul(Una6 30^00-00 


1220 
























lA 


Re^oAvz foK ContAact Fucowfa/iance^ 


2012 


30,000 


00 








ContAact EncumbAance.6 


2070 






30.000 


00 




TaAlquldate. ^ofi RepuliltLcm. H. 














‘DptnJh 














Acct. ^ Title. Amount 














1220 Capital Outlau - Euildina6 30.000.00 


1220 












1 
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With construction requisition No. 2 the total of the requisitions 
exceeds $47,500. An invoice is received from the architect on 



July 18 as follows: 

9 percent of $185,000 or $16, 650 

Received to date: 

25 percent of 9 percent of $190,000 or 4, 275 

Balance of fee $12, 375 

Due on construction: 



Requisition No. 1 — $31,500X9 percent = 2, 835 
Requisition No. 2 — $30,000X9 percent = 2, 700 



Less amount received to date 5, 535 

Due architect with requisition No. 2 4, 275 1, 260 



Balance of fee $n, 115 



Proof: 

Total construction contract $185, 000 

Requisitions Nos. 1 and 2 61, 500 



Balance. $123, 500 

Architect’s fee of 9% 

$11, 115 



Entry to pay the architect’s fee due — 



GENERAUOURNAL 

BOM? mSTRUCnOH mV Page^ 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

RET. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


T%7 
Julu IS 


Am^OKf/iloution 


2050 


K260 


oo 








Ca&h _ 


1501 






1,260 


00 




To h.e.tond 6e.c.ond Mimmt to 














afis.hite.tt. VeXall ca bottom; 














Acot. ^ T^Ule, Ai/iwunt 














JI 20 Caaitnl Outlaid - ntu’tdinfi 1.260.00 


1220 
























IS 


RtieAve. iofi ContAact fnoumh/iantu 


2012 


1,260 


oo 








CottOincX Encunib/ianc.&6 


2070 






1.260 


00 




To LiQ\iA.dat(L LoK pamo.¥it to aAckUact^ 














V(LtCLil\ 














Acc^. ^ TaJJLz Amount 














lUO Capital Outtau - BiLitdina6 1.260.00 


1220 

























On July 20, a purchase order is issued for additional cafeteria 
equipment at a cost of $10,575. The entry would be: 



GENERAL JOURNAL 

BOHv coHsmicTWH mp 



DATE 


ACCOUNT TITLE AND EXPUNATION 


POST 

REF. 


DEBIT 

amount 


CREDIT 

AMOUNT 


Jidvho 


EuAc/io^c OKdVi £)^cmb^anc.Q^ 


Z060 


10.575 


00 








ioK PoAc/ig^e OndcA 


2011 






In 57f; 


nn 




If addUlonal 








1 V a f if 


vv 




mUmiint. VfLtaUs 














TW.Z AmouM^ 












1 — 


— Ciwlta£. Outhifj - Fijiijfintejit 10^51’i.nn 


1230 

























1 

I 

j 

On August 1, the balance of Cash on Time Deposit is transferred j 

to the regular Cash account; interest earned during July (also ! 

transferred) was $379. j 



GENERAL JOURNAL 

BOHD COHSTRUCTlOhl Ft/WP 



DATE 

"••T0Z7 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


1 “0 f 

f 


£nAh 


1501 


77 75J 


00 








C(Uk on T^e. 


1520 


f 1 f ^ 




7A 9.75 


nn 




Fund Balance. 


2010 






p ^ J 


JUL 

on 




To fiecond tficuiiidJi ol ca&h to fieaulan. 








V? / 7 


vv 




— ■ ^ intexej.t eoAned^ ^379, 














dZDOiite.(Lto ^e.gulg^_C(Uh accoutit. 



























On August 5, requisition No. 3 in the amount of $45,000 is received 
from the contractor along with a bill for $4,050 from the architect. 
Entries to record payment and liquidation are: 
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GENERAL JOURNAL 

BCW CONSTRUCTION FUNP 



Page, 2. 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


~W7 


AjP)OKory^iyiatLon 


2050 


45.000 


00 








RoXcUnzd PeAcantam 


/650 






4,500 


M 




Cash 


1501 






40,500 


M 




To A&coAd pat^e.nt oi.MqiU^itlon ^3^ _ 




























Acct* ^ TMq. Amount 














1220 Capital Outlai/ - BLMdtnp6 45^000^00 


J22IL 
























5 


RcAc/ive ContAnct FncumbAancet 


20/2 


45,000 


OJL 








ContAact CnaumbAana&6 


2070 






45,000 


M 




To ACCOAd tiqutdatton ^OA RcocuUttlon 














Ve^tcUI: 














Acct, * T-M& Atnount 














1220 Qa^oltat OutZau - BulicUnaA 45,000^00 


1220 

























GENERAL JOURNAL 

BONP CONSTRUCTION FUNP Page_ifi. 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


~im — 

Attn. ^ 


ApphophJ fitJ htfl fvppvidltiihQA 


2050 


4,05fl 


1!L 






— a — 


Coa/i 


1501 






4.050 


00 




To AztoAd mmmt oi oAdvUe,ct6 i(ec - 














91 ot $45,000. Vatall: 














Acot. * Title. Amount 














1220 Canitat Outlau - BuildinaA 4.050.00 


1220 
























5 


ReACAi/e fiOA ContJuxcX EncmbAanca^ 


2012 


4,050 


(KL 








ContAact BncumbAonce^ 


2010 






4.050 


00 




To Ae.c.oAd tiqutdation oK oAdUt^ctA 














k<L^ DO/td. VoXallt 














Acct. * Title Amount 














1220 Capital Outlay - ButldtnpA 4^050,00 


1220 
















i 







On August 15, Investments, $90,000, were sold for $91,312. 
Entry required — 

GENERAL JOURNAL 

60NP CONSTRUCTION FUNP Page_L2 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 




Aua, 15 


Ca&k 


1501 


9/. 3/2 


OC 










1550 






90,000 


00 




Fund BaZanco. 


2010 






1.312 


00 




To hp.c.and AaZ.e. tnv^tm^nt^ 
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On September 1, contractor’s requisition No, 4, in the amount of 
$54,000 and an invoice for related architect’s fees are received. 
Entries required are: 



GENERALJOURNAL 

B<W mSTRUCnON FUW PageJl 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


WTT 




2050 


54,000 


2L 




M 




Ue,tdifie.d PeAc^ntaae^ 


-U50 











CnAh 


1501 






4S,600 


00 




To A 0 .o.p/id pa^Qjfxt of^ PeoiU^-itcon ^4^ 














V&tcUZ cu ^olioivAt 














Ac(U.<* TiU& Amount 














1220 Capital OiMau - BwUdinaA 54^0_00,0_l 


1220 
























1 


ReAMue fo/L Cont^.act FncumbAtms?^ 


2012 


54.000 


00 








Cant A fiat Tn'*iLT<b/t/inc.eJt 


2070 






54,000 


00 




To hff.aohd liquidation loK Pe.qui6ition^ 














^4- Vetaii: 














Acct. * Titlz Amount 














1990 CfipJtnP OtitPnii - RtiJPdJinQA ^4^000^01 


1920 























GENERAL JOURNAL 

BOW COWSTRUCTIOW FUW Page_Li 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF, 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 




7wn~ 

Co 1 


App/Lop^ation Expe.ndituAet> 


2050 


4.U0 


00 








CaLk 


1501 






4rS60 


M 




To n.e.c.on.d aAckitzct'A Uu. RtQuiii- 














tion H4. Detail^ -Cka/iac to 














tllAfiA - 














Aact. H Title. Amount 














1990 CninJtnP OtitP/fn - RitJ PdJkink d PAO 00... 


1990^ 
























1 


Pej^eAve. f^ofi ConViact Enc.mbKanc.2^ 


2012 


4.m 


20j 








CoivOtact Encurt/jKonceA 


2010 






4.S60 


00 




To liquidate. oK!ihite.(it6 Votail^ 














liouidatz 4,^60,00 in 














Acct. K Title Amount 














1990 CnnJtnP OittPmt - RiiJPdJnnA 4^kAQ ^OTL 


1120 
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On September 23, equipment, estimated to cost $22,000, ordered 
for delivery by October 1, is received with invoice in the amount of 
$22,375. Estimated cost did not include freight. The additional 
charge is approved. Entries necessary are — 



GENERALJOURNAL 

BOUP mSTPUCTJOU rUHV Page 11 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF, 


DEBIT 

AMOUNT 


CREDIT 

AAJOUNT 


iw — 

S’? 


AppfinpftJ n/J fypPHciJ/tiAOJ% 


1050 


22,375 


00 








Ca&k 


1501 


f 






M 




To h.e.c.a*Ld . . 














K>uAckcue,d. Vatall o6 Miomt 














Acct, * TUit Amount 














1230 Capital Outlay ~ Equlpmo^nt 22^3.15.00 


.1230 
























23 


Ret»eAv(L PuHckoAe, OndiA €ncmbnancz4> 


2011 


22f000 


OJL 








PuAaka&(L Ond^ EnambhanctA 


AD 60 






.UJil 


00 




Xo liquidate l\au 1 ^ncmbnance 














rnf^ptvJrla pqulpmp.nt. Vpjta.ll: 














Acct, ^ Title Atnount 














1230 Capital Outlay - Equipment 22^0.00.00 


1230 

























On September 25, equipment ordered on July 20 is received along 
with an invoice in the amount of $10,575. Entry to record — 



GENERAL JOURNAL 

BOW msmtCnON ruw PageJl 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


IWI 

25 


App/iop/tlatlo^ ExpeyidJt.ufiPA 


.2V5JL. 


>0,575 


00 








CoAh 


1501 






;''.575 


00 




To second )oaiment loK eoulment 














pnftnhnApd. Vo tall: 














Acet. ^ Title ^yrou)(lt 














1230 CnpJtnl OiitPmj - P.qtilpiD)PJd: 10,575.00 


-J23fL 
























25 


PoAP/tuo ]^o/t PuJiokaAo Ohdo^t PnaumbhaneeA 


2011 


10,575 


2iL 








PuKakcue Onde/i Eneun^bfianeeA 


2060 






10.575 


00 




To liquidate Tula 20 encmib^anee. 














Votallt 














Acot. ^ Title hwunt 














1230 Capital Outlau - 10^.575.0^ 


1230 

























( 
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On September 29, construction is completed and the addition is 
accepted by the board of education. Contractor and architect are 
to be paid, in full. Entries are — 



GENERAL JOURNAL 

BOyp mSTRlICTTON FUHV Page_Ii. 



DATE 


ACCOUNT TITLE AND EXPUNATION 


POST 

REF, 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


T7S7 ~ 
29 


App/iop^atcon UxpzndUuAo^ 


20S0 


24.500 


00 








PeAcentape 


16S0 


16.050 


00 








CcUh 


1501 






40.550 


90 




To AecoA-d kinaJi mme,nt to cont/iacto^ 














-APe.qtil6ltLon VoXall koUjOMy 














Acc^# ^ TJitiz Annomt 














1220 Canltal OwUau - EiUidUna6 24^500,00 


1220 
























29 


RZ6ZAVZ kofi Qontfiact Encmb/uincz6 


2012 


24.500 


00 








ContKacLIncmbfuw c.u 


2070 






24.500 


90 




To JUatUdatz batancz ok contract. 














P&t(UCi UqiUdcUe. 24,500.00 Acc^. 














1220 


1220 

























GENERAL JOURNAL 

BONV CONSTRUCTION FUNV Page_il 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF, 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


29 


JoppKaphiatLon £xpm<LUiiAej, 


2050 


2,205 










Cask 


1501 






2.205 


09 




To azcoAd ^tnal paymznt ok oKciUtzzt^^ 














izz^. .Vztatli 














Azct» ^ Tltlz hfioant 














1220 CapitaZ Oattay - BtMding6 2,205.00 


1220 
























29 


RzszAvz koK ContAact EnttmbKcufizzs 


2012 


2,655 


00 








ContAact EncumbAanczs 


2070 






2.655 


00 




To £jJiiudn±a ob^lgatJoki j(oJr 














oAchAjtzct^A f^zzs. Ekzzss 0 ^ llqiilda^ 














tlon OVZA jootfmzht Is duz to 














to adjust obtLaatton whzn contAact 














mounUMcmt known. Encmbkmcz 














loALg^L boAzd on zStLmtzd cost. 














Azct^ ^ Tltlz Amount 














1220 __CapltaZ Outlast - EultdlngS 2^655.00 


1220 
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Also on September 29, the board awarded a contract to PDQ Co. 
for landscaping the area around the new addition (in accordance 
with plans prepared by the Maintenance Department). The con- 
tract was in the amountof $11,000, work to be completed in three weeks 
(The board was informed that the appropriation for Sites was only 
$10,000; it authorized additional expenditure. No transfer of appro- 
priation was considered necessary.) Entries needed — 

GENERAL JOURNAL 

mv commcnon nm Pagejs 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REP, 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


Sept, 29 


Contract Cncmb^ana&6 


2070 


1L000 


00 








Contract Enamb/iana(U 


2012 






UfOOO 


00 




— co^acLt. Vp;tall: 














Accvt. Tldz Amount 














1210 Canital Outlau - Situ 11^000.00 


mo 

























On October 15, landscaping is completed and contractor submits 
invoice in full. Entries needed— 



GENERAL JOURNAL 

BOW CONSTRUCTION PUNV 



DATE 

— fa z ^ — 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 




ABHAmU’otton Expe.ndituAej> 


20S0 


11.000 


00 






... C(Uk 


1501 






1 1 iOOO 


00 




ISLAiUPfid om kon Icindicaoina. 










V V 




d^^nAlt 














^ Awtount 












... 


AIM CanitaS. OiitZap - SUu 1)^000. Of. 


1210 
























Li 


Re^Uive (iOK Contfiact Encumbfianou 


2012 


11.000 


00 








Contract Encmb^anc^ 


2070 






11,000 


00 




To...tipwLdatiL foA ghadlna oontfiact. 














UqtUdcit& In account 1210^ Capital 














Outlati - Situ. 1 1.000.00 


1210 











Assuming that all entries had been posted to the General and 
Appropriation and Expenditure ledgers in the normal posting process, 
the accounts would now show the following : 



GENERAL LEDGER 

80NV msmCTlON FtilW Page _L 

Account Ccuti Account ^ 1 501 



[ DATE 


EXPLANATION 


post 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 


',947 


; 






5,725 


JO 




3 




J-4 


2S,350 


00 




; 




J-3 


75,000 






/« 




>5 


27.000 


00 


Auq. 


; 






77,254 


JO 








J-6 


1,260 


00 




15 




J-M 


91.312 




Auq. 


5 




J-9 


40.50C 


00 
















5 




j -10 


4,050 


JO 
















; 




J -12 


4S.600 


00 
















1 




J-/3 




00 
















22 




J-/4 


22,375 


00 
















25 




J-/5 


J0.575 


00 
















29 






40.550 


00 
















29 




J-I7 


2„205 


00 
















29 




J-/7 


11,000 


00 



















































GENERAL LEDGER 

BOW CONSTRUCTION FUNV Page _I 

Account Ca&h on Tme. Vznoiit Account ^ 1 520 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 


196„7 


1 




7-7 


151J75 


00 


r¥5T 

1 


1 




J-3 


75,000 


OC 














[ug. 


1 




J-S 


76,S75 


OC 






















^3-f^ 


00 



























GENERAL LEDGER 

EONV CONSTRUCTION FUNV Page _1 

Account Invutmanti Account 1 550 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 




1 




, T-J 


90/00 


00 


f967 

Aug 


15 






90^_00_ 


M 
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GENERAL LEDGER 



EONV mSTRUCTJON FUMV Page JL 

Account Rztcun&d Pe/tcew^aae Account 1650 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 


Wl 


?r^i 




J-16 


16,050 


OC 


ml 


3 




J:i4_ 


3,150 


yi 
















IS 




J-5 


3,000 


JO 














Aiiq^ 


5 




J-9. 


4,500 


w. 
















1 




J-12 


5.400 


IJL 






















/6 1 CfSO 


00 



GENERAL LEDGER 

BONV mSTRUCTlOKi FtiWD Page .. 



Account Fund Rn/m^pp. Account ^ 



DATE 


EXPLANATION 


POST 

REF, 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 


WS1 

luZu 


1 




J-? 


25,900 


00 


hilij 


] 






w 

27,775 


JU 
















1 




J-S 


m. 


M 
















15 




J-11 


L312 


OC 


















J, 566 , 00 




29 , 466 


00 



GENERAL LEDGER 



Re^^AV^ iioA ruAd^a^^ BOW mSTRUCTWN FUNV Page _i 

Account 0H-de.tL Enaimb/tanciLi Account ^ 201 1 



DATE 


EXPLANATION 


POST 

REF, 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 


JW! 


— 




J-M 


22.000 


00 


hthi 


1 




3-1 


22.000 


Oi 




2i 




J-15 


10.575 


00 




20 




2^ 


10.375 


OC 










32 , 575 


00 










37 ,676 


00 



GENERAL LEDGER 
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GENERAL LEDGER 

BOHV CONSTRUCTION FUNV Page 

Account Apa^oo/UcvUoifli Account JMS 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF, 


CREDIT 

AMOUNT 














V,il 


1 






245,725 bo 






















r 1 



GENERAL LEDGER 



BONV CONSTRUCTION FUNV Page __L 

Account Aaa/ioo/U(vtion ExazndituA e^ Account . 2050 




DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 


593 






J-2 


22.000 


10 


?zpt 


23 




J-14 


22.000 


10 




20 




J-7 




IS. 




25 









% 










fncflTTr-^ 












3 a/ * V j- 





GENERAL LEDGER 

BONV CONSTRUCTION FUNV Page L 

Account ContAaat FncimbAanneA Account ^ 



DATE 


EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


DATE 


EXPLANATION 


POST 

REF. 


CREDIT 

AMOUNT 


m 


1 




J-2 


197^&25_ 


00 




3 




I=4_ 


31,500 


M 




29 






11.000 


00 




H 






30^000 


M 










^oe,ai5 


oo 




n 






1,260 


M 
















9 




li5_ 




M 
















5 




J-?0 


4,050 


00 














ipp/’ 


1 




U19. 


ujm. 


















1 




Ldi. 


w 

4,UQ 


00 
















29 






94,500 


00 
















29 




7-/7 




00 














let. 


J,9 




7-/9 


U.J1M, 


M 












\ 










^oo 
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APPROPRIATION AND EXPENDITURE LEDGER 

Accounf * RC-1210 BOW CONSTRUCTJOU FUWP 

Accounf DescripHon Cap.lt.aJi Oatlaf/ - Sltej, 



Page L 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

encum- 

brances 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


/967 
Julu ) 


J-2 


lOfOOO 


00 


























10,000 


00 


iQ.pt.29 


3-n 






ll^OOC 


QQ 






11,000 


90 










11,001 


00 


11,000 


00 


OU. >5 


..1-19 










llfOOO 


)0 


-0- 




IKOOC 


00 


11,0001 




n^ooi 


00 


11,000 


00 



APPROPRIATION AND EXPENDITURE LEDGER 

Accounf ^ _BCzM20__ BOHV COHSTnUCTUW Ft/WP Page_L 

Accounf DescripHon Cavital Outtau-Eulldinai 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


~mr 

JuIi/1 


J-2 


200,725 


00 


197. S25 


OL 






197,825 


00 










197, R25 


OL 


2,900 


00 


3 


J-4 










31.500 


00 


166,325 


00 


31.500 


01 


31.500 


10 


197,825 


OL 


2,900 


00 


16 


J-5 










30.000 


00 


136,325 


00 


30.000 


OL 


61.500 


10 


197,325 


OL 


2,900 


OO 


IS 


J-6 










1,260 


00 


135,065 


00 


1,260 


OL 


62,760 


10 


197,325 


Oi 


2,900 


00 


Aua. 5 


J-9 










45,000 


09 


90,065 


00 


45,000 


OL 


107,760 


10 


197,895 


Oi 


9,900 


00 


5 


1-10 










4,050 


00 


36,015 


00 


4,050 


OL 


111,810 


10 


197,895 


OL 


9 900 


00 


Septi 


J-12 










54.000 


00 


32,015 


09 


54,000 


OL 


165,810 


10 


197,825 


Oi 


2,900 


00 


1 


J-13 










4,360 


00 


27,155 


00 


4,860 


OL 


170,670 


10 


197,895 


Oi 


2,900 


00 


29 


J-16 










24.500 


00 


2,655 


00 


24.500 


OL 


195,170 


10 


197,825 


OL 


2,900 


00 


29 


J-17 










2,655 


00 


-0- 




2,205 


OL 


197,375 


10 


197,375 


i: 


3.350 


M 



APPROPRIATION AND EXPENDITURE LEDGER 

Accouni BOW CPWSTRUCTION FUW Page_L 

Accouni DescripHon C.rif)Ji-nt 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCES^AND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1967 
:'uJ.y 1 


-J-2 


35,000 


OA 


22,m 


00 






. 22,000 


00 










22,000 


00 


13,000 


00 


20 


J-7 






10,571 


00 






32,575 


OO 










32,575 


00 


2,425 


00 


UU23 


J-M 










22.000 


)0 


10.575 


OO 


22,37i 


00 


22,375 


00 


32,950 


00 


2,050 


00 


25 


J-J5 










10,575 


10 


-0- 




10,571 


00 


32,950 


00 


32,950 


00 


2,050 


00 
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A trial balance is taken. 



Bond Con^t^ation Fund 
THlal BcUanc^ 
OctobeA 15, 1967 





Account Title 


Acet. 

No, 


Debit 


Credit 




Caih. 




7,966 


00 








Fund Balance 








3.566 


00 




App^op^ation/i 








245.725 


00 




Appropriation Expenditures 




241,325 


00 












249,291 


00 


249,291 


00 































Since the project is now completed, the board requests a balance 
sheet and a statement of receipts, expenditures and balances for the 
Bond Construction Fund. Closing entries should be made as 
follows : 



GENERAL JOURNAL 

BOMP msmiCTJON FUW Page_l£ 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


, J967 
0(it. 15 


Appropriation 


2040 


245.725 


00 








Appropriation Expenditures 


2050 






241.325 


00 




Fund Balance 


2010 






4,400 


00 




To close the Amro^rlatlon and Awro- 














prlatlon Extoendllures accounts to the 














Fund Balance. accoutU. 













After the closing entries are made, the Balance Sheet and State 
ment of Receipts, Expenditures and Balances are prepared. 



217 



245-882 O— 67- 



15 



BOND CONSTRUCTION FUND 

Balance Sheet 
October 15, 1967 



Assets; 

Cash 7, 966 

Total assets 7,966 

Fund balance 7, 966 



BOND CONSTRUCTION FUND 



Statement of Receipts, Expenditures, and Balances 
Mar. 15 through Oct. 15, 1967 



Items 


Fiscal year 
1967, 
Mar. 15~ 
June 30 


Fiscal year 
1968, 
July 1- 
Oct. 15 


Total, 
Mar. 15- 
Oct. 15, 1967 




0 


247, 600 




Receipts: 

Sale of Bonds (Net) - 

Transfer from General Fund — 

Interest on Time Deposits 

Investment Income 

Total Receipts 

Total — Balance and Receipts. 

Expenditures: 

Sit6S 




100, 000 
150, 000 
1,875 
0 


0 
0 
379 
1, 312 


100, 000 
150, 000 
2, 254 
1,312 


251, 875 


1,691 


253, 566 


251, 875 


249, 291 


253, 566 


0 

4,275 

0 


11, 000 
197, 375 
32, 950 


11, 000 
201, 650 
32, 950 


Buildings. 

Equipment... 

Total Expenditures 

Ending Balance 


4, 275 


241, 325 


245, 600 


247, 600 


7, 966 


7, 966 
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Summary 



(1) Construction Funds may be made available either for general 
use for construction or for a limited, specific purpose. If use is 
restricted to a limited, specific purpose, a separate fund should be 
established and maintained. 

(2) Where bonds are sold for construction only the net bond pro- 
ceeds are recorded in Construction Fund accounts. (Premium and 
accrued interest received from the sale should be credited to the 
fund which subsequently will pay interest on the bonds.) 

(3) A Contract Encumbrance is an obligation created by the issu- 
ance of a construction contract. A Retained Percentage is an 
agreed-on percentage of a contractor’s requisition which is with- 
held from payments pending satisfactory completion of the project. 



CHAPTER XII 

Fixed Assets Accounting 



Fixed assets were defined in Handbook II, Financidl Accounting 
jor Local and State School Systems,^ as “Land, buildings, rnachinery, 
furniture, and other equipment which the school district intends to 
hold or continue in use over a long period of time. ‘Fixed’ denotes 
probability or intent to continue use or possession, and does not 
indicate immobility of an asset.” Fixed assets, unlike current 
assets, are not ordinarily used to finance current operations. As is 
pointed out on page 10, chapter II, fixed assets have the same rela- 
tionship to long-term liabilities as current assets have to current 
liabilities. 

In commercial accounting, depreciation of fixed assets is an im- 
portant expense item deductible for Federal income tax purposes, 
and consequently reduces net profit and taxable income. Handbook 
IIIj Propevty Accounting jov Local and State School Systems,^ defines 
depreciation as a “Loss in value or service life of fixed assets because 
of wear and tear through use, elapse of time, inadequacy, or ob- 
solescence.” This “loss in value” in financial accounting is the 
portion of the original cost of a fixed asset which is charged as an 
expense during a specific period. However, in school accounting, 
profit and loss have little significance, and therefore recording de- 
preciation of fixed assets is of little importance. 

Recording fixed assets 

Fixed assets are recorded in a self-balancing group of accounts. 
Since this group of accounts does not meet the fund concept as an 



1 Reason and White, p. 223. 

2 Paul L. Reason and George G. Tankard, Jr., Property Accounting for Local 
and State School Systems. Washington, U.S. Government Printing Office, 1959. 
(U.S. Department of Health, Education, and Welfare, Office of Education, 
State Educational Records and Reports Series: Handbook III, Bulletin 1959, 
No. 22.) P. 130, Glossary of terms. 
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amount of resources to be used for definite purposes, the word 
“fund” is a misnomer when used to refer to fixed assets; perhaps 
“group of accounts” is more appropriate. As we have seen before, 
balance is achieved by offsetting debit entries with credit entries. 

Fixed assets should be entered in the financial records on the basis 
of original cost, or, if the latter isn’t available, at estimated cost. 
If they are acquired by gift, then the appraised value on the date 
I received is the appropriate amount to enter. Fixed assets are not 

used exclusively in the operations of any one fund, nor do they belong 
to any one fund. It was indicated previously that they do not 
appear in the balance sheet of an operating fund because they must 
be purchased from appropriations and the disbursement is classified 
^ as an expenditure. When these assets are purchased from current 

appropriations, it is obvious that such acquisitions must be antici- 
pated when preparing the budget. 

! Remember that the July 11 transaction, shown in chapter V, 

page 68, involved purchasing a current asset, prepaid expenses, 
which was debited. This is a balance sheet item, whereas purchasing 
fixed assets out of appropriations is shown as an expenditure, and, 
of course, is not a General Fund balance sheet item. It is obvious 
that the transaction for the disbursing fund cannot show the debit 
entry to both expenditures and fixed assets. The debit entry to fixed 
assets is made in a simultaneous entry in the Fixed Asset group of 
accounts, as seen below. Assume that $5,000 worth of equipment 
is purchased. The entry in the General Fund accounts would be 
as follows: 

! GENERAL JOURNAL 

!; I Page«J 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF, 


DEBIT 

AMOUNT 




CREDIT 

AMOUNT 










^,0Q0 








InPtj 


r Y pPjfUlJ 2 — 

Off A h 








s.ooo 


00 


















Cny^JtnP OiitPnu - Eoiume^nt - ^5,M0 










_ 




Vnh/^UnAOri 1 























221 



o 

ERIC 



ji. 



I 



At the same time, the following entry must be made in the Fixed 
Assets group of accounts: 



GENERALJOURNAL 

FJXeV ASSETS Page—I 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

RE.\ 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


/V66 
7////y A 


rvj/yy Mttip 1 CnyitAaL\ 




S.QOO 


00_ 




00 




Jji r^xed 46^et6'-6eneAo£ Fund 








s.ooo 




rniUYwnQnjt. ^abAldioAU Lc.daeA do^diZ: 














FuJuvitMe. and FixtMti otlizA ajopho- 














lOfiiata acaoimt) 














To KZCLOKd acQiJuU^itLon oK i^^xed (U6M 



























Note that the entry on page 221 was charged to the Expendi- 
tures control account in the General Ledger and the detail posted to 
the Capital Outlay account provided for in the current appropria- 
tions budget. Further, the second entry “sets up” the fixed assets in 
a separate control account in the General Ledger, Equipment, and 
also identifies the source from which the assets were deriyed. The 
$5,000 credit to the surplus or equity account. Investments in Fixed 
Assets — General Fund, means simply that fixed assets have increased 
by that amount and that current revenue from the General Fund was 
used for the acquisition. The Equipment Subsidiary Ledger will 
contain as many subsidiary accounts as are needed to provide a 
breakdown of different types of equipment. General Ledger control 
accounts and subsidiary ledgers should also be established for the 
other main classifications of fixed assets. Land and Buildings. 

Other sources for the acquisition of fixed assets are gifts and bond 
funds. Two or more funds might contribute to the total cost of a 
fixed asset. The credit entry in this case would be broken down to 
reveal the portion of the cost contributed by each source. Account- 
ing for bond funds is covered in chapter 10. 

Property accounts for fixed assets 

School officials, for insurance valuation purposes, have found it 
desirable to know the condition and life expectancy of fixed assets as 
well as the current market value. Detailed, subsidiary fixed property 
records are necessary to provide this information. Additional pur- 
poses of these records are: (1) To fix accountability for the custody 
and maintenance of individual items; and (2) to assist in approxi- 
mating future requirements. 

As mentioned above, the main classifications of fixed assets may be 
used for the General Ledger control account titles. In the subsidiary 
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ledger, all fixed assets belonging to a given school or department 
might be grouped together— Land, Buildings, and Equipment 
records segregated from the other school or department records. 
Another method is to maintain subsidiary records for the entire 
school according to each major fixed asset classification. Under this 
plan, all subsidiary records for buildings would be grouped together ; 
however, there would be a breakdown within this grouping to identify 
buildings with program or function. The method selected depends 
upon the number and nature of fixed assets, accountability and 
responsibihty for fixed assets, and whether or not the records need to 
be designed to be integrated into an automatic data processing 
system of accounting. 

A flexible, looseleaf ledger with specially designed sheets or cards 
may be used to permit ease of shifting items from one group to 
another. The subsidiary record, regardless of its physical form, 
should at least provide for a complete description of the item to 
permit positive identification; cost and purchase data; and its 
location. A sample form, including a Property Code number entry 
designating the general classification to which the account belongs, is 
shown on page 224. 

Disposals or retirement of fixed assets 

When fixed assets are retired or otherwise disposed of, this should 
be reflected in the records. If no cash is involved, the matter is 
handled easily by elimination of the asset and reduction-of the surplus 
or investment account which records its source. For example, if the 
equipment in the example above were retired several years after 
purchase without expense or revenue to the school district, the follow- 
ing entry would be made in the Fixed Assets group of accounts: 

GENERAL JOURNAL 

FIXEP ASSETS Page_J_ 



DATE 


ACCOUNT TITU AND EXPLANATION 


POST 

REP. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


J966 
hily 20 






5,000 


{}0 








EqiUpmo.^. ic.ontAol) 








5,000 


00 




EotUm^ Sub6i(UaAu Ltdavi dojtciiti 














account undc^ Eoulmcnt - 5^001 














VlipoiaZ oA fioJxsmmt oA e.qiUm&nt 



























Note that this is the exact opposite of the entry recorded when the 
purchase was made; obviously, the credit entry to the fixed asset 
account, Equipment, removes the item(s) from the records. The 
detail should be posted to the pertinent account in the subsidiary 
ledger, after which the account is transferred to an inactive file. 

HYPOTHETICAL SCHOOL DISTRICT 
Equipment Ledger 



Property code No. 
Identification No. 

Description (indicate new or used) _ — 

Manufacturer — 

Manufacturer's serial No. Model 

Date of purchase Purchase reference 

Cost: 

Invoice price 

Freight $ 

Installation 

Other costs $, 

Total $, 

Location — — 



Disposal 

Disposal approved by Reference 

Reason — Date _ 

How disposed of (sold, scrapped, etc.) 

Age at date of disposal Amount realized 



Date 


Reference 


Additions, betterments, major repairs 


Amount 



































If fixed assets are sold, the following entries must be made in the 
Fixed Assets group of accounts: 



GENERALJOURNAL 

FIXEP ASSETS 



Page_l 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


1966 
.7a£(y 27 


F^xe.d A6^>e^^Ge,neACLt Fund 




too 


90 








Equlpme.nt l(^ont/Lol) 








m 


M 




toiUioimnt Sub6Zd^ta/LU LcdaeA deXcul: 














Vun.nltuAQ. and FixXuAe^ - 100 m 00 














Sale, oX EoiUwicnt 



























The entry above removes the $100 item of furniture from the 
Fixed Asset group of accounts. However, it is also necessary to 
record the transaction in the General Fund as follows (in this ex- 
ample, the item is sold for $10) : 

GENERALJOURNAL 

Page 2 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 




on 


CnkU 




IIL 


OIL 








Reyenue. 








10 


00 




Reyewae LadaeA dej.ali: 














OtheA Revenue, //tom Local SouAceJi - 10 ^Oi 














To hcco/id ^ale, c {ixcd a^^el 



























If there is a cost connected with disposal of fixed assets, an entry 
similar to the first of the above two entries would be made to remove 
the fixed asset(s) from the records. In addition, the expenditure 
for removing the fixed asset would be recorded in the appropriate 
General Fund account, that is, debit expenditure and credit cash. 

If a fixed asset is traded in on the purchase of a new fixed asset, 
the following entries are made in the Fixed Assets group of accounts 
(in this example the new fixed asset costs $10,000, the trade-in 
value of the old asset is $2,000, and the original cost of the old 
asset was $9,000) : 

GENERAL JOURNAL 

nXEV ASSETS Page_5 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


— — 
3ul\t 27 


7nveAtme,njt In Flxe^d AAsejtA-GeneAal Fund 




9,000 










Equipment (contAol) 








9^000 


M 




EouA.)ome.nt Sub^ldloAU LedoeJi defnll: 














FuKnAjtuAe and FlxtufieA - 9.000^00 














T^ade-’ln 0/ old eoulwient /o/t new 














entilnment. 
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The entry above removes the traded-in equipment from the 
property records. The following two entries (in the General Fund 
accounts and Fixed Assets group of accounts, respectively) record 
the purchase of the new equipment : 



GENERAL JOURNAL 



page L 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


i 960 
Join 27 






i.OOO 


00 








Ca6k 








i.OOO 


00 




AwKoio^ation and ExomdituAe, UdaeA deXcuZ: 














Capital Outlay - EQiUpmmt 8^000,00 














PuAcha6e,d JO ^ 000 0/ iu/initu/it 














Mith. a ZfOOO tnadn-ln. ^ 



























GENERAL JOURNAL 

FJXEV ASSETS 



Page — L 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 


~TfU 


(ConthM 




JO^OOO 


QO 








JnvoMymnt in Eixtd - GtnoJial 














Fund 








JO.OOO 


00 




EQuimmt SabildiM.u^le.daeA deXallt 














EuAnttuAt and ElxtuAtii JO^OOO^OO 














To AzcoAd acquisition oX luAnituAc - 














oid ^uAnltiiAe. ■■^fiade.d a 2,000.00 














allomncc^ 













The three entries illustrated above accomplish three things: (1) 
Remove old assets from the property records; (2) charge the General 
Fund with the expenditure; (3) record the acquisition of the new 
equipment. 



Inventories of fixed assets 

Certain fixed assets, such as furniture and equipment, should be 
inventoried each year — usually at the end of the school year before 
the staff members leave. At the beginning of the school year the 
custodians of the property can be given a complete list of all fixed 
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assets under their general jurisdiction. Any discrepancies between 
what is shown on the list and what is on hand should be settled and 
the list returned to the business office. During the school year, any 
transferring of fixed assets should be recorded on these lists. At 
the end of the school year, the lists are returned to the custodian of 
the property and an inventory is made. Any items missing are listed, 
and the forms returned to the business office. A thorough search 
is made for any missing fixed assets, and those thjit cannot be located 
are written off in accordance with established policy. A form should 
be devised for recording transfer of property from one department to 
another. Usually three copies are sufficient: one for the transferor, 
one for the transferee, and one for the business office. 

A valuable “byproduct” of an inventory of fixed assets is the 
opportunity presented for surveying the physical condition of such 
assets. Those that need repair, maintenance, or replacement can 
be identified, and these activities can be scheduled for the summer 
months. It also permits the transfer of idle equipment to where it 
may be needed, saving money instead of spending it to purchase 
additional items. 

Movable fixed assets should be marked numerically or with some 
kind of a code to permit positive identification. Labels or tags may 
be used; however, indelible ink or stamping provide a more durable 
identification. The inventory process goes much faster if the mark- 
ings are put in the same place for the same items; for example, on 
the lower right-hand side on all office desks. For further information, 
see Handbook III, Property Accounting for Local and State School 
Systems,^ and the accompanying Guide.^ 

Statements of fixed assets 

At the end of the fiscal year, which in most cases is June 30, a 
Statement of Fixed Assets is prepared. This statement exhibits the 
balances of the fixed asset accounts as of the date it is prepared; 
these assets are offset by the surplus or investment accounts, which 
show the source from which the assets were derived (bonds, revenue, 
gifts, etc.). Thus, it is simply a matter of listing all of the account 
balances in the Fixed Asset group of accounts. Since the latter are 
self-balancing, the total value of all fixed assets should equal the 
total investment in fixed assets. A sample statement is shown on 
page 228. 



3 Ibid, chs. I and II. 

* Charles T. Roberts, Guide for Implementing Handbook III, Property Ac- 
counting for Local and State School Systems. Washington, U.S. Government 
Printing Office, 1963. (U.S. Department of Health, Education, and Welfare, 

Office of Education) : OE-23029. 



HYPOTHETICAL SCHOOL DISTRICT 
Statement of Fixed Assets 
June 30, 1967 



Assets: 

Land $100,000 

Buildings_„ 1, 000, 000 

Equipment 200, 000 



Total Fixed Assets $1, 300, 000 



Investment in Fixed Assets; 

General Fund Revenue $120, 000 

Bond Funds 1, 050, 000 

Gifts 20, 000 

State Grants 10,000 

Federal Grants 100, 000 



Total Investment in Fixed Assets - $1, 300, 000 



Summary 

(1) Fixed Assets include land, buildings, machinery, furniture, and 
other equipment which the school district intends to hold or continue 
in use over a long period of time. “Fixed” denotes probability or 
intent to continue use or possession, and does not indicate immobility 
of an asset. 

(2) Kecords should be maintained which provide the following 
information about fixed assets: (1) Complete Description; (2) Cost 
and Purchase Data; and (3) Location. 

(3) An Inventory oi Fixed Assets should be made at least once a year. 

(4) A listing of all fixed asset account balances is called a Statement 
of Fixed Assets. 
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CHAPTER XIII 

Program Cost Accounting 

^ FrG(juGntly nGw programs aiG initiatGd by boards of Gducation — ■ 
kindorgarton, adult Gducation or community college; or State or 
Federal funds are accepted for a specific purpose. Sucb programs 
call for separate and complete accountability. 

Accountability can be provided for in either of two ways — ^fund 
accounting or program cost accounting. 

Other chapters have dealt with specific types of fund accounting 
(Cafeteria Fund, Construction Fund, and Debt Funds). However, 
separate funds generally are established only when separate accounta- 
bility must be provided for assets, liabilities, fund balance, receipts, 
and expenditures. 

Program cost accounting involves maintaining separate expendi- 
ture accounts — a separate expenditure ledger for each program. 

Both of these methods involve maintaining separate expenditure 
accounts, though fund accounting requires, in addition, the main- 
tenance of separate General Ledger accounts. 

In determining whether to use fund accounting or program cost 
accounting, as a general rule, remember that additional funds should 
be established only when it is essential to do so. Funds are felt to 
be too restrictive^ — too controlling in the use of monies. 

In chapter IV, pages 42-43, a sequence of expenditure accounts 
(based on Handbook II) is used. If the Hypothetical School District 
is to establish and maintain program cost accounts, it would use the 
same sequence of accounts and from it select all those accounts which 
will be used in the program. 

In accounting for program costs the following steps should be 
observed — 

(1) know precisely what the program will involve; 

(2) determine which accounts in the regular chart of expendi- 
ture accounts will be needed for the new program, then deter- 
mine additional accounts needed; 

(3) prepare the budget in terms of those accounts; 

(4) prepare Appropriation and Expenditure Ledger sheets or 
cards for each account; 

(5) prepare the journal entry; 

(6) post the journal entry to the proper accounts; 
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(7) post all encumbrances, expenditures, and liquidations re- 
lating to the program to its accounts; and 

(8) prepare and issue statements which reflect the status of the 
budget for the program. 

To illustrate: the Hypothetical School District appropriates 
$50,000 for the first year of operation of a kindergarten program. 
It will use vacant classrooms in a building presently being used as 
an elementary school. The program will be conducted by three 
teachers with supervision provided by the building principal for 
which he will be paid additional salary. Additional salary will be 
paid to the custodian. Furniture and equipment will be purchased. 
Since no utility rate increases are contemplated, any increase in the 
cost of electricity or fuel will be assumed to be a cost of the program. 
Minor repairs to the classrooms will be necessary. Health services 
wiU be provided. No additional administrative costs are contem- 
plated. Transportation will be provided. 

Looking at the sequence of accounts on pages 42-43, chapter IV , 
what accounts will be needed? 



CHART OF ACCOUNTS 



Kindergarten program 



No administrative costs are 
contemplated 

Under Instruction, additional salary 
will be paid the principal 
Teachers will be employed 
Teaching supplies will be needed 
Other expenses of instruction may be 
incurred 

Health services will be provided 

Transportation will be provided 
Custodial services will be necessary, 
as will utilities 



Minor repairs v/ill be made to the 
classroom 

Retirement and social security costs 
must be provided for 



Furniture and equipment will be 
purchased 



Instructional Salaries, Principal 

Instructional Salaries, Teachers 
Teaching Supplies 
Other Expense 

Health — Salaries 
Health — Other Expense 
Transportation by Contract 
Operation of Plant — Salaries 
Operation of Plant — Heat 
Operation of Plant — Utilities 
Operation of Plant — Supplies 
Operation of Plant — Other Expense 
Maintenance of Plant — Contracted 
Services 

Fixed Charges — Employers Con- 
tribution to Employee Retirement 
Fixed Charges — Employers Contribu- 
tion to Social Security 
Fixed Charges — Insurance 
Capital Outlay — Equipment 



XliG budget for the program should be posted to the Appropria- 
tion and Expenditure Ledger — Kindergarten Program just as the 
General Fund budget was posted in chapter IV. 

Assume the following budget for the program. 



Instruction 

211. Salaries — Principals- 

213. Salaries — Teachers 

240. Teaching Supplies 

250. Other Expense 

Health Services 

410. Salaries- 

420. Other Expenses 

Pupil Transportation S ervices 
520. Contracted Services and Public Carriers 
Operation of Plant 

610. Salaries- 

630. Heat for Buildings 

640. Utilities, Except Heat 

650. Supplies 

660. Other Expense 

Maintenance of Pl ant 

720. Contracted Services 

Fixed Charges 

810. Contribution to Employee Retirement- - 
820. Insurance— 

Capital Outlay 

1230. Equipment 



$1, 200 
20, 400 
1,200 
300 



500 

100 

1,000 



600 

750 

210 

150 

50 



450 



490 

100 



22, 500 



Total budget for Kindergarten Program 



$50, 000 



If the district had approved the Kindergarten Program budget at 
the same time as it did the budget on pages 42—43, chapter IV, the 
journal entry on page 44 could have been drawn as follows; 
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page L 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

Amount 


CREDIT 

AMOUNT 


"T9SS 

^llPlJ 1 


fnur/ Rai/ikiro 




689,930 


00 








Aw^or>fLiation6 








6S9.930 


00 




To mcond and zAtabtUh thz App/iopnl- 














ationA conpLoi account In the Qenviai 














LedpeA i(o/t the app/toved Gene^i Fund 














budpet ^o/t ^t&cat ueoA / 966-67. The 














total budaet oK #6S9.93(? Lb appKopnl- 














ated ojb lollomt 














f^epuloA Van School 


639,930 














KtndeAooAten VnopKam 


50,000 














Total AmKOYihiated 


689,930 














VetaJled baeahdom oif appnopAlatton& 














Lb ILbted belowt 














RepuloA Vau School 




























Acc/t. ^ Title 


Amount 














no Admin, f, SalaAccb 


$ IS, 600. 00 














120 Admin,, ContA, SeAvtc&b 


250,00 














130 Admin, f. OtheA ExpenbCb 


300,00 














211 7yutA,f PAlnclpal*6 Sal, 


30.000.00 














212 InbtA,, SupeAvlboA*b Sal, 


, 20.000.00 














213 Jn6tA,, TeacheM* Sal, 


390.000.00 














214 JnbtA,f LlbAaAtan Salt 


S. 000. 00 














2)5 iMtA.f CZeAki' Sal. 


S. 000. 00 














216 InJbtJi,, TeachcA A^blbtb,: 


Sal, 7,500,00 














220 InAtA.,^ TcktboohA 


2^000,00 














230 InA/A.. UbAOAU SUPPltCb 


700,00 














240 InbtA,, Teachtnp Supplleb 1,700,00 














2S0 InbtA, ^ OtheA Expenbcb 


500,00 














410 Health, HuAbe*b Sal, 


3,800,00 














420 Health, OtheA ExpenbCb 


200,00 














520 TAonbpoAtatlon ContAact 


4,150,00 














610 OpVxjaXJion o(s Plant, Sal, 


20,000,00 
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GENERAL JOURNAL 



Page_£. 



DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 




6S0 


OpeAatlon oi( Piant. HccU 6.000.00 














640 


Ope./iatlon of Plant ^ Little 2^ 


,100,00. 














650 


OppAotlon of Plantf. Sapp. 


690,0.0. 














660 


OpQJtatlon of Plant ^OtkQK Exp<.__ 


100.0A 














720 


f^ialnt. of Plant f CokitA. S^A» 


,700.00 














7?0 


Ualnt. of Plant ^ PQ.plac.emenL_ 


















oi Eotilp. 1, 


,400.00 














^10 


Et^pd CkfLQ A. ^ Ppjt. £ EICA 45^ 


,600.00 














S20 


Et)ce.d CliAgA.f. 7nA. PA.em. 2 


,700.00 














mo 


Cotm. ScA., PacAeatton 


500,00 














1130 


Cot>w. Sc^.. Pub, LibK, 


500.00 














1220 


CapttaZ Outlay^ BldpA. 22 


,000.00 














1230 


Capital Outlaf/, Eoiup, 4 


.000.00 














1310 


Ve.bt SeA. ^ P/Unclpal 32 


,000,00 














1320 


VabtSeA.^ InteAAAt 2 


,500,00 














1410 


Outaotna TAanA,. Ttutlon 


440,00 














lotaZleg. Vay^choj/t $639,930.00 




























K^ndeAaa^cn P/LOMam 














Acct.i* 


Title. 


Amount 














K-211 


InAtA,, PAinaipalU Sal» 


1,200 


K-211 












K-213 


JnAtA,. TeaaheAA* Sal, 


20,400 


K-213 












K-240 


7n&tA,f. TeachMiq Supplier 


1,200 


K-240 












K-250 


7nAtAs, OtheA Expend et 


300 


K-250 












K-410 


Haalthf NuA6e.U Sal, 


500 


K-410 












K-^420 


Healthf OtheA ExpenAeA 


JM 


J(-41jL 












K-^520 


ThemApo/tt/ttion ContAaot 


um 


K-3?0 












K-610 


OpeAotion o^ Plants Sal, 


600 


K-610 












K-^630 


OpeAotion of Plants Heat 


750 


K-030 












K-640 


OpcAotion of Plant, UtilitieA 


210 


K-640 












K-650 


OpeAotion of Plant, Supplied 


150 


K-650 












K-660 


OpeAotion of Plant, OtheA Exp, 


50 


K-660 







































24(5-888 0^-07 16 
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GENERAUOURNAL 



Page_i 



I 



1 . 



I 

1 

Once the journal entry has been prepared, new accounts should be 
established and the journal entry should then be posted to the 
proper accounts as shown on the followhig pages. As purchase 
orders are written, items purchased for each program should be 
clearly designated so that encumbrances may be entered in the 
proper accounts. Liquidations and expenditures also must be 
segregated to insure proper posting. 




DATE 


ACCOUNT TITLE AND EXPLANATION 


POST 

REF. 


DEBIT 

AMOUNT 


CREDIT 

AMOUNT 






\ccX,hlo. Tltte. 


h^oant 
















450 


K-120 












K-SIO Vly.td Clicuiod^. RztOie., 6 TTCA 


490 


K-SIO 












K‘-S20 VA.^LQ.d Ckcuigo^iif. In&u/iancQ, 


100 


K-S20 












fC-1230 Cap. OiU.^ CoiUk). 


22.500 


K-123C 












TntnJP KJvtcioAonhton VH.oio.CJt 


50,000. 



























APPROPRIATION AND EXPENDITURE LEDGER 



Page, L 



Accounf ^ K*^20 0 



Accounf Descrlpl-ion KindeAaaMzn - Jn^tHuction 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES; AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Julgl 


J-; 


23.100 


00 


























23J00 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Accounf ^ K^’210 PageJ. 



Accounf DescripHon KindQAQaAte.n - JnsthucUon - SaloA^QM 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Wl/1 


J-J 


21,600 




























^1,600 


11 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account « K-211 Page_I 

Account r)Pfr.riptinn KXndeAetaA*in-lti6tn.uction - S alaJiLeJt, Vtuntipali 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCES;AND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


Julyt 


J-J 


1,200 


00 


























1J00 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account » K-2t!i Page — I 

Arrntjnf D^firflpHnn KindeAPontm-Jn^thactLon - SaZouU^^ Te,aaheA& 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Julyl 




20,400 




























^OJOO 


00 
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APPROPRIATION AND EXPENDITURE LEDGER 



Page L 



Account' ^ , K-240 



Account De-icripHnn KindeAqaAtm-Juitfiuction - T&adUng Supptici 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


T'Tsr 

Julyl 


j-i 


1,200 


10 
























1.200 


oo 





































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ K-250 Page — L 



Account Descripfinn K.LndeAaMte.n-Itiitfiuct-Lon - OiheA ExpcMc 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Julyi 




300 


00 


























300 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ K-400 PagejL 



Account DescripHnn K^indMoofUin - Health SeAw cci 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


i^66 

Julyl 


j-i 


600 


00 


























600 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ K-410 Page_I 



Account Description Ki.ndeAgaAte.n-He/ilth HeAvic u - Nu/iie.'i SaloAy 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCLSiAND 

EXPENDI- 

TURES 


UNOM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Julyl 




500 


00 


























500 


00 
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APPROPRIATION AND EXPENDITURE LEDGER 



Page L 



Account- ^ K-420 

Account- Descrlpt-lon K^ndQAQCUvtQ,n-HeAZtk Sfc^i/^c e<A - OtkVi ExpeitAe^ 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUM8RANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESi'AND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


/ 966 
July! 


>/ 


100 


00 


























1 

100 loo 


































1 



APPROPRIATION AND EXPENDITURE LEDGER 

Account- ^ K--500 Page L 

Account Description K^deAg^a/Ue,n--Papll T/tai^6po h;t(LtLon SeAvia^6 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Julyl 




KOOO 


00 


























1,000 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ _ K'^520 Page L 

K^deAgoAt^n-Puplt T/iayupo/vtcMon SeAv^co^ - 
Account Description Contnacte,d S^eAv^aeJi and Pub Lcc CoJUiioM 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 
ENCUM- 
BRANCES, AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Julyl 




KOOO 


00 


























1.000 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ Page_L 

Account Description jCaidi^aJtjtPn * ()po>,ntJnv^ Plant 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

expendi- 

tures 


TOTAL 
ENCUM- 
BRANCES] AND 
EXPENDI- 
TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Julyl 


J-7 


1,760 


QA 






4 


















1 


no 














I 1 
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APPROPRIATION AND EXPENDITURE LEDGER 



Account ^ K*^610 Page 1 

Account Pescripfion - OpoAotion o/ ^ Plant - Sala/U^A 



DATE 


REF, 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESiAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

July! 


J-; 


600 


00 


























600 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ K~630 Page i 



Account Description J^^jldgAgg^ew - Operation ol Plant - Hzat (^on, BiUlding6 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESiAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

Julyl 


J-J 


750 00 


























750 


00 






! 































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ K~640 Page [ 



Account Description - Ofo^Hation Plant - UtiUtt^, Exce,pt Heat 





— 

✓ 

REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESjAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


/ 966 
Jult/J 




210 


OO 
























210 OO 


























r 









APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ Page j 



Account Description tC^wtfeAQaA>te,ii - OpeAatton Plant - Suppltet 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


total 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESjAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1 966 
Jull/1 


>/ 


150 


10 


























150 


10 


1 
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APPROPRIATION AND EXPENDITURE LEDGER 

Account » <-660 Poge_l 

Account np«;r.ripf Inn K4j^diA.c\iXA^G.n * • Oihs^ Expense 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESjAND 

EXPENDI- 

TURES 


1 IKlCJki^ 


OBLIGATE 


LIQUIDATE 


UMMVl- 

CUMBERE 

BALANC 


:d 

E 


TW 

JuZgl 


>1 


SO 


00 


























so 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ K-700 P° 9 e-L 

Account Description K.ituleJiffiVitej /1 - Miii nt(Uiiinc.e. o(i Plant 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

encum- 
brances, AND 
EXPENDI- 
TURES 




OBLIGATE 


LIQUIDATE 


uiNcm- 

CUMBERE 

BALANC 


:d 

E 


1966 

hilul 


J-J 


4S0 


OQ 


























450 


M 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ K-nO Page_L 



Account DescrlpUnn KlnddAftoAtm - !>{atnttnanc& 0f( Plant - ContJiactzd SeAvtezi 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESlAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BAUNCE 


OBLIGATE 


LIQUIDATE 


1966 

JuZifl 




450 


00 


























4S0 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ K-SOO Page_I 



Account Desr.rlpUnn KlndeApOflteA - Ftxe.d Chma et 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

encum- 

brances 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

‘iURES 


TOTAL 

ENCUM- 

BRANCESjAND 

EXPENDI- 

TURES 




OBLIGATE 


LIQUIDATE 


uiNcm" 

CUMBER! 

BALANC 


:d 

E 


1966 

JuZijI 




590 


OQ 


























590 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 



Accounf ^ ? 0 



Page 



Accounf De$cnpfion Kinde.^Qa/ite.n - fixe.d Cha/iae^ - ContAZbution to Imployze, ReXtAeiti^nt 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESiAND 

EXPENDI- 

TURES 


UNEM- 

CUMOERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


\966 
.’ull4 1 


J-; 


490 


00 


























490 


00 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ Pagel 



Account Description - fty.(Ld CkaAg oj. - lyuu/iancQ, 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESjAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BALANCE 


OBLIGATE 


LIQUIDATE 


1966 

M^l 


j-i 


IM 


m. 


























100 


?9 







































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ 



Account Description ^>twcfcAaflA^ew - Capital OiM au 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


TOTAL 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

BRANCESlAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BAUNCE 


OBLIGATE 


LIQUIDATE 


1966 
JuZtf 1 


J-J 


22.500 


00 
























22.500 


00 





































APPROPRIATION AND EXPENDITURE LEDGER 

Account ^ K-1230 PageJ. 



Account Description KtndzfLqaAt^n » Capiat Ootla u - EqvuLp/nznt 



DATE 


REF. 


APPROPRIA- 

TIONS 


ENCUMBRANCES 


■^OTAl 

ENCUM- 

BRANCES 


EXPENDI- 

TURES 


TOTAL 

EXPENDI- 

TURES 


TOTAL 

ENCUM- 

DRANCESlAND 

EXPENDI- 

TURES 


UNEM- 

CUMBERED 

BAUNCE 


OBLIGATE 


LIQUIDATE 


1966 
lulu 1 




22.500 


00 
























22.500 


00 





































240 



In districts where records are maintained for more than one 
program, items such as utilities, heat, and custodial services may not 
be chargeable directly to each program because the exact charge 
to be made is not readily discernible. In such cases it is necessary 
to prorate costs among the programs. Since prorating presents 
probably the most difficult problems in program cost accounting, 
chapter 8 of Handbook II, which deals with “Prorating Expendi- 
tures,” is quoted hereafter, in its entirety, to provide assistance in 
solving these problems. 



FINANCIAL ACCOUNTING FOR 
LOCAL AND STATE SCHOOL SYSTEMS 

Standard Receipt and Expenditure Accounts 
CHAPTER 8. Prorating Expenditures 

The public schools are continually extending the benefits of their educational 
programs to more and more groups. In evidence of this are the growing empha- 
sis on adult education and the extension of public education in some States to 
encompass the 13th and 14th grades. Increasing efforts to achieve maximum 
utilization have resulted in the extensive use of school facilities, for many pur- 
poses in addition to the primary one for which the facilitieiB were erected, namely, 
the education of children. 

These significant trends have created important problems concerning the 
classification of expenditures. Whenever an expenditure occurs, it is always 
necessary to determine the account under which it should be recorded. As long 
as an expenditure is for a single purpose the problem :is not so great. For 
example, a salary paid to a full-time elementary school teacher presents no 
difficult problem of classification. It is recorded under the instruction account. 
However, the situation is different when a person who performs custodial work 
also drives a schoolbus. Here, a single expenditure — the salary of this indi- 
vidual — is made for two purposes, operation of plant and pupil transportation. 
The problem here is to determine what part of the salary is properly an expense 
of operation of plant and what part is properly an expense of the pupil transpor- 
tation program. 

Similar problems exist with respect to other expenditures. When the school 
building is used for adult education classes in the evening, there is the problem 
of determining what parts of the expenditures for light, heat, etc., are properly 
an expense of the adult education program. Likewise, if the school building is 
used for community recreation or social activities, a similar problem exists in 
separating costs for education from noneducational costs. 

NECESSITY FOR PRORATION 

No school system can afford to ignore the problem of prorating expenditures. 
For what is the alternative? It is to record total salaries on the basis of major 
portion of time, and to record total expenditures under the activity accounts to 
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which the major part of an expenditure applies. To illustrate this alternative 
in the handling of salaries, consider the example cited above of a person who 
performs custodial work and also drives a schoolbus. In this case, if the person 
spent more time in custodial work than in driving the bus, the salary would be 
recorded under the operation of plant accounts; if more time was spent in the 
pupil transportation program, the salary would be recorded under the pupil 
transportation accounts. With this alternative, expenditures other than salaries 
would be handled in a similar manner, For example, if the school buildings 
were open evenings for community activities, expenditures for the heating of 
the school buildings would be recorded under the regular day school accounts 
because the major portion of the heating expenditure was for the regular day 
school program. 

While the alternative to prorating is simple, unfortunately, it does not, for 
local district purposes, present accurate information concerning the services and 
the benefits that are being obtained for the money being spent. Most school 
districts have many services which are performed by individuals serving more 
than one function, and different activities which share the same facilities as 
those used by the regular day schools. Because of these conditions, it is highly 
probable that without proration the accounts of such districts would show no 
money being spent for services that are actually being provided and paid for, 
while showing excessive sums of money being spent on certain activities for the 
amount of services being provided. Thus, there is the necessity for prorating 
individual expenditures made for more than one purpose — a necessity for deter- 
mining the proportionate parts of such expenditures that are properly chargeable 
to different accounts. 

METHODS FOR PRORATING EXPENDITURES 

There are many methods used for prorating expenditures. The most common 
of these have for a basis either: (1) time; (2) average daily membership or 
average daily attendance; (3) time-floor-area; (4) hour-consumption; (5) number 
of pupils; (6) mileage; or (7) quantity consumed. 

Undoubtedly, there will at times be expenditures to which these methods will 
not apply. In such cases, some method adjusted to particular local conditions, 
or modifications in the methods presented here, may be necessary. 

The time method for prorating consists of allocating a part of an expenditure 
to a given activity in proportion to the time spent in the activity. For example, 
suppose a person teaches during 75 percent of his employed time, and supervises 
student-body activities during the other 25 percent. In this case, 75 percent of 
his salary would be recorded under instruction accounts and 25 percent recorded 
under student-body activities accounts. 

The average-daily-membership method for prorating consists of allocating a part 
of an expenditure to a given activity in proportion to the average daily member- 
ship of the pupils engaged in the activity. For example, suppose it is desired 
to prorate a $2,100 general administrative expenditure between the regular day 
school accounts and the adult education accounts; the regular day school ADM 
is 2,000; the regular schoolday is 5 hours, 5 days per week; and an average of 
500 adults are on the rolls of evening classes which are in session 5 hours per 
week. In this case, it is first necessary to convert the membership for adult 
education classes into comparable units with the regular day schools. If the 
adult education classes were in session for 25 hours per week, the ADM for 
adult education would, of course, be 500. Since the adult education classes are 
in session only one-fifth as long as the regular day schools (5 hours compared 
to 25), the converted ADM for adult education is 500 divided by 5, or 100 ADM. 
Thus, for prorating, the total ADM for the school system is 2,000 plus 100, or 







2,100. The part of the $2,100 to be charged to the regular day school accounts 
is in the ratio of 2,000 ADM to 2,100 ADM, or $2,000; and the part to be charged 
to adult education accounts is in the ratio of 100 ADM to 2,100 ADM, or $100. 
In using this method of prorating, if it is determined that the activities are in 
session approximately the same length of time, the steps involving conversion of 
ADM can be eliminated. The above procedures are also used when prorating 
on the basis of average daily attendance, except that average daily attendance 
is substituted for average daily membership. 

The time-floor-area method for prorating consists of allocating a part of an 
expenditure to a given activity in proportion to the gross floor area used by 
the activity, and the length of time the floor area is used. For example, suppose 
it is desired to prorate a $12,000 custodial expenditure between secondary 
school accounts and adult education account") when tho two programs use the 
same building, the regular school week is 25 hours, the gross floor area of the 
building is 30,000 square feet, and the adult education program used 6,000 
square feet of floor space 5 hours a week. Based on floor area alone, the part 
of the $12,000 chargeable to adult education accounts would be in the ratio 
of 6,000 square feet to 30,000 square feet, or $2,400. However, the adult 
education program uses the school facilities only five-thirtieths, or one-sixth of the 
total time. Therefore, adult education would be charged with one-sixth of the 
$2,400, or $400, and the secondary school accounts charged with $12,000 minus 
the $400, or $11,600. In using this method of prorating, if it is determined 
that the activities concerned use their facilities concurrently, the steps involving 
the time element can be eliminated, and the expenditures prorated in propor- 
tion to the gross floor area used. When the actual amount of fuel consumed 
is not known, floor area is recommended in preference to cubage as a basis 
for prorating fuel expenditures for three reasons: (1) Where the need for pro- 
ration of fuel expenditures is most common (in a single building shared by 
different activities), ceiling height is usually uniform, except for the gymnasium 
or auditorium, so that square footage or cubic footage would yield fairly com- 
parable results; (2) area is also easier to obtain and apply than cubage; and 
(3) area is also used for prorating other operation of plant and maintenance 
of plant expenditures, eliminating the necessity for calculating another basis 
for prorating. 

The hour-consumption method for prorating consists of allocating a part of 
an expenditure to a given activity in proportion to the length of time the activ- 
ity uses facilities, and the hourly rate at which the utility is consumed in the 
use of such facilities. It applies primarily to expenditures for water, electricity, 
and gas, except for heating. For example, if adult education classes use shop 
facilities, the hourly rate of consumption of electricity for the facilities would 
be multiplied by the number of hours the facilities were used by adult education 
classes. This figure would be the amount of electricity used by adult education, 
and a part of the expenditure for electricity would be prorated to adult edu- 
cation accounts in proportion to the amount used. When various facilities 
are metered separately, the hourly rate of consumption can be determined 
from meter readings. When facilities are not metered separately, it would 
be necessary to estimate the hourly rate of consumption. Local utility com- 
panies can provide assistance in making such estimates in line with local 
conditions. 

The number-of-pupils method of prorating consists of allocating a part of an 
expenditure to a given activity in proportion to the actual number (not ADM 
or ADA) of pupils involved. It applies primarily to expenditures for trans- 
porting special groups of pupils, such as nonpublic school pupils. For example. 
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i suppose 500 pupils were transported to school at public expense over regular 

bus routes, and that in this total there were 100 nonpublic school pupils. In 
i this case, one-flfth of the expenditure for the regular transportation would 

I be charged to community services accounts. 

The mileage method for proraling consists of allocating a part of an expenditure 
to a given activity in proportion to the mileage traveled for the activity. It 
applies primarily to expenditures for special kinds of transportation services 
' i such as transporting pupils on field trips or to athletic contests. 

I , The quantity-consumed method for prorating consists of allocating a part of 

an expenditure to a given activity in proportion to the actual consumption of 
supplies or other commodities. Under this method, an actual count is kept 
I of the materials used by an activity, and a part of the total expenditure for 

the materials is allocated to the activity’s accounts on the basis of the amount 
used by the activity. For example, suppose $1,000 worth of paper was pur- 
j I chased and one-fifth of the paper was used by the adult education program. 

I ! In this case, one-fifth of $1,000, or $200, would be recorded under adult education 

accounts. 

CONSIDERATIONS IN SELECTING A METHOD FOR PRORATING EXPENDI- 
TURES 

One of the most important considerations in selecting a method for prorating 
expenditures is that it have a direct relationship to the activity for which the 
expenditure is being prorated. To illustrate, floor area has little, if any, direct 
bearing on determining the workload of a teacher. Consequently, it could not 
qualify as a desirable basis for prorating teachers’ salaries. Yet, floor area is a 
very significant factor in determining the workload of a janitor, and would be a 
desirable element in prorating janitors’ salaries. 

Also important in selecting a method for prorating are the practical con- 
siderations involved. The method must be as simple as conditions will allow, 

and it must be feasible to apply. j c 

■ single method will suffice for prorating the many different kinds of ex- 

penditures involved in school finance. Within a given job classification, tiine 
is usually the most important determinant of workload, and, for a given job, 
personal services are usually hired on the basis of time. That is, a teacher is 
paid a full-time salary or a part-time salary on the basis of ainount of time or 
the job. Therefore, time constitutes a most equitable basis for prorating 
1 salary expenditures. When it is not possible to prorate salaries easily on a 

I time basis, it is necessary to use some other closely related method. 

I For some activities, such as general administrative and supervisory salaries, 

j > average daily membership or average daily attendance may be the most satis- 

• ' factory alternate prorating method. This is on the assumption that the more 

i children in membership or in attendance for a given program area (i.e., ele- 

I mentary schools), the greater is the portion of time devoted to the program 

; area by general administrative and supervisory personnel. 

j For other activities, such as custodial and maintenance salaries, floor area 

' may be the most satisfactory alternate method. This is on the assumption 

‘ that the greater the floor area allotted to a given program area (i.e., elementary 

! schools), the more work is involved for the custodial and maintenance personnel, 

i For salary expenditures incurred in providing transportation services for 

I special groups of pupils, or in providing special transportation services, the 

! number of pupils involved and mileage involved, respectively, may constitute 

the more desirable methods. 
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For most expenditures other than salaries, time as a basis for prorating is of 
little value. For many of such expenditures, average daily membership or 
average daily attendance constitutes a desirable basis for prorating, for similar 
reasons as those presented in connection with salaries. That is, generally a 
greater number of pupils use a greater amount of supplies and are the cause for 
a greater portion of various overhead costs. Also, floor area may constitute a 
more desirable basis for prorating some other expenditure beside salaries. For 
certain expe.nditures, still other methods may be more desirable. 



APPLICATION OF THE METHODS FOR PRORATING 



There are three basic prorating problems with which this handbook is con- 
cerned; (1) Prorating between basic functional classifications, for example, 
prorating between operation of plant and maintenance of plant accounts, the 
salary of a person who performs both custodial and maintenance work’; (2) 
Prorating between program areas or organization units (elementary schools, 
secondary schools, summer schools, community colleges, etc.), for example, 
prorating between the elementary school and the secondary school accounts, 
the salary of a teacher who serves both an elementary and a secondary school; 
and (3) Prorating expenditures to community services accounts, for example, 
prorating the expenditures for heat, light, etc., for community social activities,’ 
forums, plays, etc,, which are held in school buildings. 

Prorating between functions usually requires only two methods for allocating 
most expenditures. The time method is recommended for prorating salaries, 
and the quantity-consumed method is recommended for prorating other kinds 
of expenditures between functional classifications. These two methods have 
previously been described. 



Prorating between 'program areas may require several different methods for 
allocating expenditures depending upon the program areas involved and the 
kinds of expenditures to be prorated. Table 1 on page 246 shows the methods 
for prorating between program areas which are recommended^ for specific kinds 
of expenditures. In the table, the preferred method for prorating is indicated 
by the letter P. For times when it is not possible to apply the preferred method, 
a recommended alternative is indicated in the table by the letter A. 

Prorating , to community services accounts involves both types of prorating, 
between functions and between program areas. For that reason, it is treated 
separately in table 2 on page 247. In the table, the preferred method for pro- 
rating is indicated by the letter P. For times when it is not possible to apply 
the preferred method, a recommended alternative is indicated in the table by 
the letter A. 

Regardless of the method used for prorating, it is important that the same method 
be used for prorating salaries as is used for prorating personal services in the per- 
sonnel records. If this is done, it is possible to observe relationships between 
the services being rendered and the money being spent for such services. 



ESTABLISHING STANDARDS FOR PRORATING 

In order to obtain the benefits which prorating offers, and to minimize the 
work involved, school districts may find it expedient, at the beginning of the 
year or other appropriate time, to determine the general classes of expenditures 
which are to be prorated and establish standard ratios for the proration of each 
class. Once set up, the standard ratios could then be applied to the particular 
classes of expenditures without the necessity for involved calculations every 
time an expenditure is made. While these ratios would, of course, be estab- 
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Table 1. — Methods for Prorating Between Program Areas 





Methods for prorating 




Expenditure accounts 


Time 


Time- 

floor- 

arca 


ADM 

or 

ADA 


Hour- 

con- 

sump- 

tion 


Num- 

i)er- 

of- 

pupils 


Mileage 


Quan- 

tity- 

con- 

sumed 


1 


2 


3 


4 


6 


0 


7 


8 


Administration; 


P 




A 
















P 










Instruction; 


P 




A 
















A 








p 


Attendance and health; 






P 




A 






A.T) uGiaC*UI1L/U Dv/1 V — — •- 






P 




A 
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p* 




Operation of plant; 

A 1 #1 Ml AGi 
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A 












XT /-in 4 f r^r* ftfi 
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ij.CS/t lor UUUUlUgD-. 

4 XT 




A 
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p 








lA/ #1 T 








p 








T^4 V> rkVT^nTi fiPfi 




A 
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Maintenance of plant; 

Ufl 1 1«1 ACS 


P 


A 
















A 










p 


vullGr CXpUIlol/D- 

Fixed charges; 

l3 4* H My\TV> 1” 


P 




A 










'U 4 




P 


A 














p 


A 










irropGrty insurcinGc — - 

T^4Vt /-iM 4? pVi o Y*fif Ad 






P 










Food services and student- 
body activities; 

cs Av«xri ft 1^0 






A 




P 






Student-body 

activities; 

CJa 1 #1 191 AQ 


P 




A 










oS/iu/riGo — ~ 

TV4Via«« 






A 








p 


















Community services 


Not allocable to program areas. 



♦For special transportation services, such as transporting pupils on field trips. 
Legend— P= Preferred method; A=Alternate method. 
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lished in view of local conditions, the guides previously presented in this chapter 
could serve as aids m utilizing equitable methods. 

establishment of standards 1 or prorating, a school district 
might determine to prorate heating expenditures between elementary and 
secondary school accounts in a situation where both schools share the same build- 
ing. Referring to table 1, it can be seen that time-floor-area is the recommended 
basis for prorating expenditures for heat. Since both the elementary and 
secondary schools are in session approximately the same amount of time, the 
time factor here can be ignored and the ratio set up on the basis of floor area, 
n this case, suppose the total floor area of the building was 25,000 square feet, 
of Which the elementary school used 10,000 square feet and the secondary school 
used 15,000 square feet. The ratio for prorating to elementary school accounts 
in this case would be 10,000 to 25,000, or two-fifths, and for prorating to second- 
ary school accounts, it would be 15,000 to 25,000 or three-fifths. That is once 

e ratio was determined, any heating expenditures during the year could be 
prorated two-fifths to elementary, and three-fifths to secondary school accounts 
in like manner, standard ratios could be established for other classes of 
expenditures. 

In concluding this discussion of proration, it should be emphasized that 
proration is not being recommended as a substitute for the recording of actual 
expenditures for different activities when such is feasible. Through the use of 
adequate co^ng, it may be possible to record directly many expenditures without 
prorating. But when it is necessary, the methods recommended in this chapter 
will provide guidance in establishing a satisfactory system of prorating. 



Table 2. Methods for Prorating to Community Services Accounts 



Expendituro accounts 



Community services (except any services 
for nonpublic school pupils) : 

Salaries 

Heat for buildings-^ 

Electricity 

Gas (not heat). 

Water 

Other expenses 

Nonpubllic school pupils: 

Textbooks and school supplies 

Attendance and health services: 

Salaries 

Other expenses 

Transportation services 



Methods for prorating 



Time 



Time- 

floor- 

area 



P 

A 



Hour- 

con- 

sump- 

tion 



Num- 

ber- 

of 

pupils 



Quan- 

tity- 

con- 

sumed 



P 

P 

P 



A 

A 

P 
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Legend P— Preferred method ; A=4>lternate method. 



other uses of program cost accounting 

Program cost accounting can be used in the instructional program 
to determine cost relationships among course areas and courses. 
When program cost accounting of this type is undertaken, all costs 
attributable to each course area or course must be accounted for since 
the primary purpose of this type of accounting is to seek out cost 
efficiencies and, where feasible, apply them to other course areas and 
courses. 

While the same methods and procedures apply as those that are 
explained at the beginning of this chapter, generally accounting of 
this type can be undertaken effectively only by school districts 
which have the combination of accounting competency and the speed 
and flexibility of a computer. The volume of analytical work and 
posting necessary cannot be undertaken economically on either a 
manual basis or by electronic data processing equipment below the 
computer level. 

Limited program cost accounting 

There are degrees of program cost accountmg — that is, program 
cost accounting may be more or less nearly complete. For example, 
the board of education may decide to add a course in advanced 
mathematics or in fourth-year German or Russian. It may decide 
to house the class in a classroom which is available for the period 
during which the class is to be held. The board decides that the 
only additional costis to be attributed to the course are instructional 
and special equipment costs — that all other costs (utilities, custodial 
services) would be incurred whether or not the course is offered. 

If, in establishing a budget for the course or program, the board 
limits the appropriation to instructional and special equipment items, 
program cost accounting also should provide for those items only. 

In this sense, program cost accounting is twice-limited — once in 
that it is confined to a very narrow area (one course out of perhaps 250) ; 
and again, in that it does not account for all costs of the program. 
(Utilities and custodial services, for example, could have been in- 
cluded in program costs.) 

In school districts which can afford it and which possess the 
managerial ability to use it properly, this type of program cost 
accounting can be of great value. However, extreme care must be 
exercised in its use to make certain that it does not result in the 
abandonment of courses because their average per pupil cost is 
higher than for other courses. 

In some cases boards of education or school administrators, or 
both, require program cost accounting for one, several, or all pro- 
grams but do not budget for those programs; or they budget for 



progrEDis only by totals and state the budget for the General Fund in 
terms of function (e.g., Administration, Instruction) and objects 
(e.g., Salaries, Contracted Services, Supplies), as shown in chapter IV. 

In districts where this practice is follow'ed, program costs are Jic- 
(iounted fo^ by functions and objects and are controlled by function 
and object accounts in the Appropriation and Expenditure Ledger; 
separate Appropriation and Expenditure Ledger sheets are used for 
program totals. 

Either of two types of expenditure ledger sheets is used. Example 
1 provides for distribution to all programs by functions and objects 
and the total expenditure indicated in the total column would be the 
same as shown on the Appropriation and Expenditure Ledger card 
for the same functions and objects. When this type of ledger sheet is 
used expenditures and encumbrances are entered in the same column ; 
at the end of each month the column is totaled and analyzed to 
arrive at total expenditures and total encumbrances. Expenditure 
and encumbrance totals may be verified against totals for the same 
account in the Appropriation and Expenditure Ledger. 

Example 2 is similar to the Appropriation and Expenditure Ledger 
page; it does not contain budget information. One ledger par if 
this type is maintained for each object and function of each prog^ ,.i. 
Expenditui'es, encumbrances, and liquidations are entered in separate 
columns and total columns show total expenditures and total en- 
cumbrances. A distribution sheet trial balance must be used to 
verify accuracy of posting against amounts shown in the appropria- 
tion and expenditure ledger. 

Fo/ examples 1 and 2, which follow, budgetary control would be 
limited to the Appropriation and Expenditure Ledger account 



APPROPRIATION AND EXPENDITURE LEDGER 

Accounf # JIL__ — 



Account' r)f»«;rriplirin Ji'l6^UCtA.0n» T<LClck oA6 
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29 


7- 










9.999 


JO 
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EicmpiQ. 1 f'Ucal Vcoa 1967 



Account 

function: 2-Jn/itnuction Object: 1 3-SaZa^lcA , TzackzH^ hiumbcA 213 



Date 


Vc6cAtptton 


Re^ 


PROGRAM 


Total 


Reg. 


, E.SS. 


KindeA, 


kd[)JLt Ed. 


Hoc. Ed. 


Sight Sav. 
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1966 


J- 
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00 


12 
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000 


00 


23 
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00 
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000 


00 
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00 
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14 


Pay^oJtE- E xpencUtuAe 


J- 


7 
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00 
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00 




333 


00 
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00) 




{95S 
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Summary 

Program Cost Accounting is concerned with maintaining separate 
expenditure accounts for each program for which separate financing 
is provided or separate statements are required. 

Program cost accounting may be general and require specific 
accounting for each and all programs. It may be limited to a few 
specific programs such as new programs, those financed by special 
appropriation, or those financed from Federal funds. 

In accounting for Program Costs the following steps should be 
observed : 

1 . Know precisely what the program will involve. 

2. Determine which accounts in the regular chart of expenditure 
accounts will be needed for the new program and then determine 
additional accounts needed. 

3. Prepare the budget in terms of those accounts, 

4. Prepare Appropriation and Expenditure Ledger sheets or cards 
for each account. 

5. Prepare the journal entry. 

6. Post it to the proper accounts. 

7. Post all encumbrances, expenditures, and liquidations relating 
to the program to its accounts. 

8. Prepare and issue statements which reflect the status of the 
budget for the program. 

Where an expenditure is incurred which involves more than one 
program, costs must be prorated. 
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CHAPTER XIV 

Machine Accounting 



The words “machine accounting/’ as sometimes used, seem to 
indicate that there is a considerable difference in the principles of 
keeping records by machine from those used in keeping them by 
hand. Actually, however, when accounts jire posted by typewriter, 
a machine is being used. The depression of a key to record a number 
differs from the hand-posted recording of the number only in the 
technique used. 

The advantages of machine accounting lie mainly in the ability to 
enter amounts once and then to reuse them whenever necessary 
without having to reenter them, and in the abiUty to perform 
arithmetic operations with these amounts rtnd to record the result 
without external assistance. 

Except for the typewriter, the adding machine is the simplest aid 
in posting financial records. It has long been customary for the 
bookkeeper to attach an adding machine tape to a series of similar 
documents and to post only the total shown on the tape to the ledger 
accounts. However, this practice did not serve to record the indi- 
vidual amounts on ledger accounts. When an adding machine was 
developed with the carriage wide enough to insert the ledger card or 
sheet, it became possible to print both the individual entries and the 
resultant total directly on the record. This was a major step forward, 
but the original figure was lost once it had been printed and only the 
cumulative total was retained in the machine. 

This deficiency was overcome by incorporating two or more 
registers into one machine. Each register was really an adding 
machine operating from the same keyboard. Later developments 
made it possible for an amount or several amounts to be entered and 
stored temporarily in one or more registers and for each register to 
be subtotaled or totaled independently of the others. This became, 
in effect, the first posting machine. An amount could be entered 
in two or more registers, stored intact in one, and added to or sub- 
tracted from other amounts in other registers. The movable carriage 
made it possible to print these figures in whichever column was 
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desired, and adding pages with carbon paper made it possible to 
print the figure on more than one form at the same time. This type 
of machine was in widespread use at one time and still has many 
applications in the field of accounting. There are, however, many 
records on which it is desirable to have an explanation or a name 
accompany the figure, so that machines were developed which 
combined a typewriter with the multiple register adding machine 
with a movable carriage to produce the bookkeeping machine, 
frequently the first machine considered by a school district in 
progressing toward machine accounting. 

Obviously, the use of such a bookkeeping machine does not 
change any of the principles discussed in this handbook. The 
advantages gained by use of this type of machine lie in the ability to: 

1. Use a figure more than once after it has been first entered; 

2. Mdke arithmetic calculations involving these amounts after 
they have been entered; 

3. Eecord these amounts on more than one document simul- 
taneously; 

4. Print totals or subtotals of any register whenever desired 
on the form; and 

5. Write whatever words are needed in connection with the 
posting. 

All of the ledger and journal accounts which have been discussed 
are still valid accounts, but instead of being recorded on ruled papers, 
which are bound in a journal or ledger book, they may be posted 
on a card which may vary in size or shape to best suit the machine 
being used. 

Although it became possible to enter and store an amount tempo- 
rarily in a register, and further to print out the amount on a record 
form, if the register were cleared before this amount was needed 
for a later calculation, it was necessary to reenter it. It became 
apparent, therefore, that it would be helpful if information which is 
used repeatedly in successive operations could be permanently stored 
in a medium other than printed records and read back. 

Near the turn of the century a man named Herman Hollerith 
devised the now famihar punched card as a storage medium and 
designed several crude machines which could read and perform 
several operations on information contained in punched cards. 
As this technology, now called “data processing,” progressed, more 
sophisticated machines were developed and additional storage 
media were devised. With the advent of magnetic tape storage, 
it is now possible to pack millions of characters of information on a 
single small reel of tape, and have access to this information in 
millionths of a second. 



The punched card machines and computers available to today’s 
accountant have eliminated much of the repetitive entry and 
reentry of information, freeing him to devote his time to insuring 
that the fundamental principles of accounting are present. The 
forms of the journals and ledgers have been changed to accommodate 
the machines which are being used, but debit postings must still 
equal credit postings; assets must still equal liabilities plus fund 
balances. In fact, more and more attention must be paid to these 
relationships to insure that the data are c.orrectly handled in the 
internal processes of the machine. 

ADP and EDP are terms frequently encountered which need 
clarification. ADP stands for Automatic Data Processing, a term 
generally restricted to data processing systems which employ 
punch card machines. These machines are designed to punch cards, 
verify punched cards, sort, collate, reproduce punched cards, and 
print various kinds of reports from punched cards while adding or 
subtracting certain amounts contained in the cards. A basic 
punch card machine pattern consists of a key punch, sorter, and 
accounting machine (adds, subtracts, and prints from punched cards). 
Such a j)attern can be leased and c,an perform many functions in 
addition to accounting. Depending upon needs and volume of 
activity, other machines may be added to perform additional 
functions. 

EDP means Electronic Data Processing and is applied to a punched 
card machine pattern combined with a computer system. (Com- 
puters differ from punch card machines generally in speed, capacity, 
and flexibility, but specifically in that the computer receives its 
instructions in the form of a program which it stores in its “memory” 
and calls upon as needed. All of the instructions are executed 
electronically within the machine. A magnetic storage medium is 
associated with the (joinputer which may be magnetic tape similar to 
that of a tape recorder, magnetic disk, or magnetic drum. 

Input to ADP is generally through punched card although mark- 
sensing (a pencil mark on a card which can be read by the machine^ 
is used in some systems. Input to a computer can be punched card, 
magnetic tape, disk, or drum as well as by optical scanning of a 
source document. Additional information can readily be obtained 
from the various equipment vendors. 

In using an adding machine, the accountant determines directly 
whether the item should be added, subtracted, or multiplied, and 
depresses the proper key to accomplish this. With the bookkeeping 
machine, the various registers are controlled by tabs or pins on a 
control panel or bar. In a punched card system, instructions are 
given the machines by wired control panels. On a computer, the 
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internal operation is directed by a program or series of instruc- 
tions written in a code language that the machine “understands,” 
and fed into the machine in the same fashion that other information 
is introduced. 

It is the task of the programmer to write the instructions in minute 
detail so that every bit of information is treated exactly as the ac- 
countant specifies. For the accountant to be sure that the account- 
ing principles are being followed as exactly as if he were posting them 
by hand in a bound ledger, the programmer must knov/ specifically 
what he is to tell the computer to do with each bit of information. 
Neither ohe accountant nor the programmer should bypass the prepara- 
tion of clear specifications nor give it less than major importance, 
for this is the one document that both must understand and on which 
both must be in agreement as representing the task that the computer 
is to perform. 

TWs brief summary, of course, cannot provide the accountant with 
detailed information on the various types of machine accounting or 
electronic data processing equipment that are available. It should, 
however, serve to emphasize that all of these processes are simply 
techniques to replace the paper and pencil. No rules of accounting 
are changed, suspended, or repealed. A new vocabulary may be 
required where words such as hardware, software, input, output, 
random access, and others have new significance or are used more 
frequently, but the old vocabulary of debits, credits, assets, liabili- 
ties, and fund balance are also present with their established un- 
changed meanings and their original paramount importance. 
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Summary 

(1) The Principles of Accounting do not change as progression is 
made from hand-posted records to machine accounting. 

(2) One of the main advantages of Machine Accounting is the ability 
to enter amounts once and subsequently reuse them whenever 
needed without having to reenter them. 

(3) A Bookkeeping Machine combines the typewriter with the 
multiple register adding machine. 

(4) Automatic Data Processing (ADP) is a data processing system 
which employs punched card machines so interrelated as to make it 
possible to reuse data as often as needed once it is converted to 
punched cards. 

(5) Electronic Data Processing (EDP) is a data processing system 
using electronic computers which have greater speed and capability 
than punched card machines. 

(6) A Computer is a device which accepts information, applies 
prescribed processes to the information, and supplies the results of 
these processes. A computer normally consists of input and output 
devices, storage, arithmetic, and logical units, and a control unit. 



CHAPTER XV 



Glossary of Torms 

Account 

An Account is a jfinancial record into which are posted all trans- 
actions relating to the specific asset, liability, fund balance, revenue, 
expenditure, or budgetary item identified in the account title, 

Accountant 

An Accountant is one who by virtue of education and experience 
is competent to (1) de*=?ign accounting systems; and (2) record, classify, 
and summarize financial transactions and joterpret and report on the 
results of financial operations and on th,- financial status of the 
school district. 

Accounting 

Accounting is concerned with recording and reporting activities 
and events affecting personnel, facilities, materials, or money of an 
administrative unit and its programs. Specifically, it .is concerned 
with determining what accounting records are to be maintained, how 
they will be maintained, and the procedures, methods, and forms to 
be used; recording, classifying, and summarizing activities or events; 
analyzing and interpreting recorded' data; and preparing and issuing 
reports and statements which reflect conditions as of a given date, 
the results of operations for a specific period, and the evaluation of 
status and results of operations in terms of established objectives. 

Accounting Period 

An Accounting Period is a i)eriod of time at the end of which and 
for which records are maintained and financial statements are 
prepared. In public school accounting the most common accounting 
periods are months and the fiscal year (usually beginning July 1 and 
ending the following June 30) . It is also referred to as a fiscal ])eriod. 

Accounting Procedure 

The term Accounting Procedure refers to the pohcy and systematic 
arrangement of methods and operations, and the flow of documents 
for recording accounting information so as to provide internal control 
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and produce accurate and complete records and statements. 

Accounting System 

An Accounting System consists of the records and procedures Ubcd 
in carrying out and integrating the accounting function. 

Accounts Payable 

Liabilities (in whole or in part) which have been charged as 
expenditures in the records of the district, but for which payment 
has not been made are called Accounts Payable. 

Accounts Receivable 

Unpaid balances or amounts owed to the school district by indi- 
viduals or others are called Accounts Receivable. 

Accrual Basis 

The extent to which accrued items (revenue earned but not yet 
received in cash or expenditmes incurred but not yet paid) are or are 
not recorded in the accounting records varies among school districts. 

An accounting system v^hich includes revenue when it is earned 
though not yet collected and expenditures when incurred but not 
yet paid is said to be on an ‘‘Accrual Basis.” 

A system which includes as revenue only cash received and as 
expenditures only cash paid out is said to be on a “Cash Basis.” 

Lying between the two are modifications referred to as a Modified 
Cash or a Modified Accrual Basis. For example, an accounting 
system may recognize expenditures at the time liabilities are incurred 
(whether paid or unpaid) but recognize revenues only when cash has 
been received. Or, a system may recognize liabilities when incurred 
(whether paid or unpaid) and recognize all cash revenue and uncol- 
lected revenue due from the State. These are examples of the 
Modified Accrual Basis. 

Some States and local school districts recv.gnize neither accrued 
revenue nor accrued expenditures but follow a practice under which 
the books are “kept open” for periods of 30 to 60 days in order that 
revenue for the fiscal year which has been earned but not received by 
the fiscal year ending date may be recorded in the fiscal year and so 
that expenditures incurred but not paid by the year ending date may 
also be recorded in the fiscal year. This is the most common use of 
a Modified Cash Basis. 

The accrual and cash bases are explained here so that they may be 
understood. Generally accepted governmental accounting principles 
recognize only complete accrual accounting. The National Committee 
supports those principles.' 
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Accrue 

Accrue means to record revenue when earned and expenditures 
when incurred regardless of when the revenue is actually received 
or the expediture is actually paid. 

Accrued Expenses 

Expenses which have been incurred and are recorded in the accounts 
for which payment has not been made are called Accrued Expenses. 

Accrued Interest Payable 

Interest which is due and payable and has been recorded in the 
Payable accounts as an expenditure but for which payment has 
not been made is called Accrued Interest Payable. 

Accrued Interest Receivable 

Accrued Interest Keceivable is interest which has been earned 
and has been recorded as revenue but which has not been collected. 

Accrued Revenue 

Accrued Kevenue is revenue which has been earned, is receivable, 
and has been recorded in the accounts, but has not been collected. 

Adjusting Entries 

Adjusting Entries are entries made at the end of an accounting 
period to bring accounts up to date. For example, a school district 
may have prepaid insurance; that portion of the prepayment which 
pertains to the accounting period is changed to expenditures by an 
adjusting entry which debits Expenditures and credits Prepaid 
Insurance. 

Allot 

Allot means to apportion a budget or an appropriation to accounts. 
For example, a total budget is appropriated; the amount of that 
budget to be used in a particular account is alloted to it. 

Allotment 

An Allotment is the amount apportioned to an account. (See 
appropriation.) 

Allotment Ledger 

An Allotment Ledger includes all the accounts to which allotments 
have been made for a particular fund. In it are recorded both 
allotments and expenditures. For our purposes, an Allotment 
Ledger is the same as the Appropriation and Expenditure Ledger. 
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Appropriation 

The term Appropriation has several meanings. In the broad 
sense, an Appropriation is the total amount approved by the tax 
levying body for all school purposes. In a narrower sense, it may 
be the amount approved for a specific fund. Or, according to 
a still narrower definition, it may be the amount appropriated for 
a specific account. 

These variations in meaning of appropriation are due to the 
variations in detail of Appropriations made by tax levying bodies. 
For example, the tax levying body may appropriate a total amount 
for schools. That amount is technically the Appropriation. On 
the other hand the tax levying body may approve a “line-item” 
(or detailed) budget and levy taxes to meet that budget. In that 
case, technically, the “line-items” or detailed items are Ap- 
propriations. It is this latter meaning that is currently in use. 

Appropriation and Expenditure Ledger 

The^ ledger containing ledger sheets or cards for each account 
for which funds are appropriated and in which funds are expended is 
called the Appropriation and Expenditure Ledger. 

Appropriation Expenditure 

An Appropriation Expenditure is an expenditure chargeable to 
an appropriation, as distinguished from expenditure for a purpose 
for which no appropriation has been made. 

Asseti 

Assets are things of value which a school district owns. 

Audit 

An Audit is an examination of documents, records, and accounts 
for the purpose of (1) determining the propriety of transactions; 
(2) ascertaining whether all transactions have been recorded properly; 
and (3) determining whether statements drawn from accounts 

reflect an accurate picture of financial operations and financial 
status. 

Audit Report 

An Audit Report is the report prepared by an auditor following 
a completed audit; it should include: (1) Scope of the audit; (2) 
Summary of findings; (3) Recommendations; (4) Certificate; and 
(5) Financial Statements. 

Balance Sheet 

A Balance Sheet is a formal statement of assets, liabilities, and 

fund balance at any given time but usually at the end of a fiscal 
period. 



Bank Reconciliation 

A Bank Reconciliation is a statement which is normally prepared 
at the end of the month and at the end of the year and which recon- 
ciles the bank balance as shown on the books with the bank balance 
as reflected on the bank statement. 

Bond 

A Bond is a written promise to pay a specified sum of money 
(called the face value) at a fixed time in the future (called the date 
of maturity), and carrying interest at a fixed rate, payable 
periodically. 

Bond Discount 

Bond Discount is the excess of the stated value of a bond over its 
selling price. 

Bond Premium 

Bond Premium is the excess of the selling price of a bond over its 
stated value. 

Bond Register 

A Bond Register is a record in which are recorded by number the 
bonds issued and redeemed, dates of issue and redemption, and prin- 
cipal and interest payments. 

Bonded Debt 

Bonded Debt is the total amount of debt owed on outstanding 
bonds. 

Budget 

A Budget is a plan of financial operations which contains an esti- 
mate of proposed expenditures for a given period and the proposed 
means of financing them. 

Budgetary Accounts 

Budgetary Accounts are accounts which reflect budgeted amounts 
and their status as related to expenditures and encumbrances. 
Budgetary Accounts include General Ledger accounts for Estimated 
Revenue, Appropriations, and Encumbrances; and estimated rev- 
enue and appropriations subsidiary records. 

Cash 

Cash consists of currency, checks, money orders, and bankers^ 
drafts on hand, on deposit with the Government official responsible 
for custody of school district funds, or deposited in the bank or banks. 
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Cash may be qualified as Cash, meaning on hand, and/or Cash in 
Bank. 

Cash Basis 

See discussion of accounting bases under Accrual Basis (.p. 261). 

Cash Discount 

A Cash Discount is an allowance given by vendors for payment of 
invoices within a stated period of time. 

Chart of Accounts 

A Chart of Accounts is a list of all accounts generally used in an 
individual accounting system. In addition to account title, the 
chart includes an account number which has been assigned to each 
account. Accounts in the chart are arranged with accounts of a 
similar nature, for example, assets and liabilities. 

Chech 

A Check is a written order on a bank to pay a specified sum of 
money on demand to a person named on the Check or to the bearer. 

Closing Entries 

Closing Entries are entries which are made at the end of the ac- 
counting period to transfer balances in General Ledger Receipt, 
Expenditure, Appropriation and Estimated Revenue accounts to 
the Fund Balance account. 

Coding 

Coding is a system of numbering accounts in such manner that the 
numbers assigned may be used as abbreviations for account titles in 
coding invoices, preparing journal entries, and in making similar 
entries. 

Compound Entry 

A Compound Entry is a balanced entry which contains two or more 
debits or two or more credits. 

Control Accounts 

Control Accounts are: (1) Accounts in the General Ledger for 
which subsidiary ledgers are maintained; or (2) accounts in other 
ledgers for which further detailed accounts are maintained. To 
illustrate — (1) for the General Ledger Appropriations and Expendi- 
tures accounts, a subsidiary ledger is maintained — Appropriation and 
Expenditures Ledger; (2) within the Appropriation and Expenditure 
Ledger, if a summary account is maintained for Administration or 
Instruction, or any of the major functions, and is supported by ac- 
counts which detail expenditures, the summary account is a control 
account. 



265 



Cost 

(V)sl is the ojnomil j)aid or the value of assets exchanged for a 
property or service. 

Cost Accounting 

Cost Accounting is that phase of accounting which provides for the 
accumulation of costs of a specific program or service. 

Cost Ledger 

A Cost Ledger is a ledger in which accounts are maintained for 
costs of a specific program or service. 

Credit 

A Credit is an entry in the right side of an account. 

Current Assets 

Current Assets are cash or anything that can be readily converted 
into cash. 

Current Funds 

Current Funds are monies received during the current fiscal year 
from revenue receipts which can be used to pay obligations currently 
due; they include fund balances re appropriated for the current fiscal 
year. 

Current Liabilities 

Current Liabilities are debts which the school district expects to 
pay within a short period of time, usually a year or less. 

Debit 

A Debit is an entry in the left side of an account. 

Deficit 

A Deficit is the excess of the obligations of a fund over the fund’s 
resources. 

Direct Expenses 

Direct Expenses are those which can be easily and readily identified 
with a specific program or activity. 

Double Entry 

Double Entry refers to an accounting system in which for each entry 
in the debit side of an account or accounts there are entries in the same 
total amount in the credit side of another account or other accounts. 

Encumbrances 

Encumbrances are obligations arising from the issuance of pur- 
chase orders, contracts, and salary or other commitments which are 
chargeable to a particular appropriation (or to particular appropria- 
tions) and for which a part of the appropriation is reserved. 
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Entry 

An Entr;'’^ is the completed recording of a transaction in a journal, 
or the posting from the journal to the appropriate ledger account. 

Equity 

Equity is the mathematical excess of assets over liabilities. Gen- 
erally this excess is called Fund Balance. 

Estimated Revenue 

Estimated Revenue is a budgetary account. For school districts 
using the accrual basis of accounting, revenue estimated to accrue 
during the fiscal year is called Estimated Revenue. For districts 
on a cash basis, Estimated Revenue is revenue estimated to be 
received during the fiscal year. 

Expenditures 

Expenditures are charges incurred, whether paid or unpaid, which 
are presumed to benefit the current fiscal year. 

Fidelity Bond 

A Fidelity Bond is a bond which guarantees the school district 
against losses resulting from the actions of the employees of the 
school district. 

Fiscal Period 

A Fiscal Period is any period at the end of which a school district 
determines its financial condition and the results of its operations. 

Fiscal Year 

A Fiscal Year is any 12-month period at the end of which a school 
district determines its financial condition and the results of its opera- 
tions and closes its books. The most common fiscal year begins on 
July 1 and ends the following June 30. 

Fixed Assets 

Fixed Assets are land, buildings, machinery, furniture, and other 
equipment which the school district intends to hold or continue in 
use over a long period of time. 

Function 

A Function is a group of activities which have a common objective 
or which are closely related. For example, within the function of 
Instruction, the activities of the supervisor or consultant, principal, 
teacher, librarian, or counselor have either the same objective or are 
closely related activities. 

Fund 

The assets, liabilities, and fund balance of each of a school district’s 
“businesses” constitutes a “Fund.” Stated another way, a Fund is 
an independent accounting entity with its own assets, liabilities, and 



267 



fimd balances. Generally, funds are established to account for fi- 
nancing of specific activities of a school district’s operations. 

Fund Balance 

The mathematical difference between assets and liabilities is called 
the Fund Balance. 

Fund, Cafeteria 

The Cafeteria Fund is the fund which finances those activities 
which have as their purposes the preparation and serving of food. 

Fund, Construction 

The fund which finances the construction of school buildings and 
the acquisition of any related land and equipment is called a Con- 
struction Fund. 

Fund, Debt 

A Debt Fund is a fund which is used to finance the payment of 
principal and interest on debt. 

Fund, General 

The General Fund is used to finance the ordinary operations of the 
school district and to finance those operations not provided for in 
other funds. 

General Ledger 

The General Ledger is that group of accounts which constitute 
the basic accounts of a fund. Included are those summary accounts 
for which detailed subsidiary ledgers are maintained. 

Imprest System 

An Imprest System is a petty cash system in which a fixed amount 
of money is set aside for disbursement, usually by cash. At certain 
intervals, a report is prepared for the amount disbursed and the fund 
is replenished. The report is used as a basis for charging expendi- 
tures to the proper accounts. (Note: — On establishing the system 
an entry is made debiting Petty Cash and crediting Cash. When 
Petty Cash is replenished an entry is made debiting Expenditures 
and crediting Cash.) 

Indirect Expenses 

Indirect Expenses are those which cannot be easily or readily 
identified with a specific program or activity. 

Interfund Transfer 

Monies transferred between funds under the control of the school 
board are called Interfund Transfers. 

Inventory 

An inventory is a detailed list of items on hand. The list may 
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include, in addition to quantity and description, units of measure 
and unit and total costs, 

Investments 

Investments are securities or other property in which money is 
put to earn interest. 

Invoice 

An Invoice is an itemized list of merchandise purchased from a 
particular vendor. The list includes quantity, description, price, 
terms, date, and the like. 

Journal 

A Journal is the accounting record in which the details of financial 
transactions are first recorded. 

Ledger 

A Ledger consists of all the accounts of a particular fund or all 
those detail accounts which support a particular General Ledger 
account. (See General Ledger and vSubsidiary Ledger.) 

Liquidation 

A Liquidation is a reduction of encumbrances. 

Payroll 

A list of individual employees entitled to pay, with the amounts 
due to each for personal services rendered during the pay period is 
called a Payroll. 

Petty Cash 

Petty Cash is a sum of money, either in the form of cash or a 
special bank deposit, set aside for use in making immediate pay- 
ments of comparatively small amounts or in making change. 

' Posting 

Posting is the transferring of detailed or summarized data which 
has been recorded in a journal to ledger accounts. 

Prepaid Expenses 

Prepaid Expenses are those which are paid during a fiscal year or 
period, and for which benefits are to be received in succeeding fiscal 
years or periods. Examples of prepaid expenses are prepaid insur- 
ance and prepaid rent. 

Proprietary Accounts 

Proprietary Accounts (or “real” accounts) are those which reflect 
actual financial conditions and operations. Accounts involved are 
assets, liabilities, reserves, fund balance, revenue and expenditures. 

Prorating 

Prorating is the allocation of parts of an expenditure to two or 
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more different accounts in proportion to the benefits received by 
the programs or activities of which the accounts are a part. 

Purchase Order 

A Purchase Order is a written request to a vendor to provide 
material or services at a price set forth in the order and is used as an 
encumbrance document. 

Purchases Discount 

A Purchases Discoun- is an allowance made because of either 
volume purchasing or seasonal purchasing. 

Refund 

A Refund is a return of an over-payment or over-collection. The 
return may be either in the form of cash or a credit to an account. 

Reimbursement 

A Reimbursement is the return of an over-payment or over- 
collection in cash. 

Requisition 

A Requisition is a written request to a purchasing officer for 
specified articles or services, It is a request from one school official 
to another school official, whereas a purchase order is from a school 
official (usually the purchasing officer) to a vendor. 

Reserve 

A Reserve is an amount set aside for some specified purpose. 

Retained Percentage 

A Retained Percentage is an agreed-on percentage of a contractor’s 
requisition which is withheld from payments pending satisfactory 
completion of the project. 

Revenue 

Revenue is an addition to assets which does not incur an obligation 
and does not represent exchanges of property for money. 

Revenue Ledger 

A Revenue Ledger is the subsidiary ledger in which the detailed 
revenue accounts are maintained. 

Stores 

Stores are supplies and equipment on hand in store rooms. 

Subsidiary Accounts 

Subsidiary Accounts are accounts which contain detailed infor- 
mation in support of control accounts in the same ledger or in a 
General Ledger. 






Subsidiary Journal 

A Subsidiary Journal is a journal in which are recorded transactions 
of like nature. For example, a Cash Journal is a commonly used 
journal; in it are recorded all cash transactions. 

Subsidiary Ledger 

A Subsidiary Ledger contains all the detail accounts which support 
a particular General Ledger account. 

Summary Account 

A Summary Account is an account that is used to consolidate 
items of a broad category. (See Control Accounts.) 

Surplus 

Surplus, a term generally used in governmental accounting, is the 
arithmetic excess of assets over liabilities. The equivalent term in 
public school accounting is fund balance. 

Taxes 

Taxes are charges levied by government for the purpose of financing 
government services. 

Taxes Receivable 

Taxes receivable are those taxes which are due and receivable but 
which have not as yet been collected. 

Trial Balance 

A Trial Balance is a listing of all accounts and their balances for 
the purpose of determining whether total debits equal total credits. 
It is normally used to verify the accuracy of posting and as the first 
step in the preparation of financial statements and reports. 

Unappropriated Surplus 

The term “Unappropriated Surplus” refers to that portion of a 
surplus (fund balance) which is not segregated for or appropriated 
to a specific purpose or specific purposes. 

Unencumbered Balance 

An Unencumbered Balance is the balance remaining in an appro- 
priation after deducting encumbrances and expenditures. 

Unexpended Balance 

An Unexpended Balance is the balance remaining in an appro- 
priation after deducting expenditures. 

Unliquidated Encumbrances 

Unliquidated Encumbrances are outstanding encumbrances. 
They cease to be encumbrances when paid or when the actual liability 
is set up. 
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Warrant 

A Warrant is an order drawn by (he school board on the sc.hool 
district’s treasurer ordeiinf? him to pay a fixed amount to a payee 
named on the Warrant. In a fiscally dependent school district, the 
order is drawn on a city or county treasurer. Once signed by the 
trc>»surer the warrant becomes a check payable by a bank named on 
the warrant by the treasurer. 

Warrants Payable 

Warrants Payable are warrants issued by the school board but 
not yet signed by the treasurer. 
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